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l. INTRODUCTION

A. The Applicant

Adventist HealthCare, I nc. (AAKGeégpplicantb/ a W
in this review. AHC traces its beginnings to 1903, when leaders of the General Conference of
SeventhtDay Adventists founded a fisanitariumo in ]

the relocation of the Sevenbay Adventist Churchieadquarters from Michigan to Takoma Park
(Montgomery County).

AHC currently operatesvo general hospitals in MarylapndHC Washington Adventist
Hospital (AWAHO), whose relocation is one of
Grove MedicalCenter WAH is an acute general hospital located at 7600 Carroll Avenue in
Takoma Park. WAH is currently licensed to operate 230 acute care beds, igcll&Bn
medical/surgicaf y necol ogi cal / addi ctions (AMSGAO0) beds
psychidric beds. AHC Physical Health & Rehabilitation operates -®etdt special hospital unit
for medical rehabilitation on the WAH campus. AHC Behavioral Health & Wellness provides
acute inpatient psychiatric carespecial hospitals located Rockville (107beds in Montgomery
County) and Cambridg@5 beds in Dorchester County).

AHCO6s second Maryland acute gener al hospi
(ASGMCo0), was established in Rockville (also
licensed taoperate 290 acute care beds.

In Maryland, Adventist HealthCare also operates:

1 Two residential treatment centers (88 beds in Rockville and 59 beds in Cambridge), in
conjunction with its two psychiatric hospitals;

1 A special hospital for medical rehahdgliton, Adventist Rehabilitation Hospital of
Maryland, with 87 beds split between two separate campuses, in Rockville and Takoma
Park. Operationally, this latter facility, with 24 of the total 87 beds, is integrated within
WAH;

1 A home health agency, AHCHome Care Services, serving Montgomery and
surrounding counties;

1 A freestanding medical facility, providing emergency medical services as a satellite of
the SGMC Emergency Department, the AHC Germantown Emergency Center, in
Germantown (Montgomery Countygnd

1 Other outpatient diagnostic and treatment centers.



B. The Project

AHC proposes to relocate and replace WAH, the general acute care hospital operated in
Takoma Park, with the exception of acute psychiatric inpatient services and the sepagata lic
medical rehabilitation facility, to aew siteof approximately 49 acres in the White Oak area of
Silver Spring in Montgomery County, approximately 6.6 miles from the existing campus.

The 40 psychiatric beds will remain in expanded and renogacke inside the current
Washington Adventist Hospital building on the Takoma Park campus, but its location on a separate
campus from the general hospital means that it will no longer be operated as a psychiatric unit of
WAH. Rather, these inpatient fatis will be operated by the Adventist Behavioral Health
division of AHC as a special hospHasychiatric. This approach was chosen to reduce the overall
cost of the proposed replacement hospit&8imilarly, the separatellicensed special hospitalrfo
medical rehabilitation will continue to operate in Takd®aak withinits current buildingspace.

If the hospital relocation is implemented, AHC proposes to operate an urgent care center
that would be developed in the space currently occupied by thé &dfergency department (ED).
Additionally, the Takoma Park campus will continue to host a Federally Qualified Health Center
t hat i's independently operated by Community
maternity clinic serving low income wan, which is operated by AHC. More information
concerning these plans will be discussed later in this summary.

In explaining the need for the relocation and replacement of WAH, AHC stresses that the
existing hospital i s styletothhadithecdre deliverydaed technalagyl f o r
and constricted on a relatively small campus that is difficult to access and also difficult to redevelop
and reconfigure to establish more modern hospital facilities. Below is a summary of the challenges
AHC identified as present at the current facility in Takoma Park. (Docket Iten#23]pp. 20-

23

AHC: the existing hospital is outdated and undersized

1 One third of inpatients are accommodated in a 1950s building in rooms that are
undersized by current stands;

1 The campus is configured for inpatient care, not the blend of inpatient and outpatient
services that is needed today and in the future;

1 Many departments are undersized according to architectural benchmarks for a modern
hospital at Vitkkbluses;andr r ent ser

1 A majority of patient rooms are semiivate, designed for two beds. The current
standard for hospitals is single occupancy rooms, for improved patient safety, privacy,
and to facilitate family involvement in patient care.

IAHCO6s considerati on o fhisegtt undenGOMAR10.24ilthecQost s ed | at er
Effectiveness standard of the Acute Care Chapter of the State Health Plan and under COMAR
10.24.01.08G(3}xhe Availability of MoreCost Effective Alternatives criteria.
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AHC: the existing sitefor the hospital is inadequate and is not wellocated

1 Travel access to the hospital is poor. Most approaches are on narroygnévo

residential roads;

It lacks sufficient space for parking.

Trying to renovate in place to modernize the hospsianfeasible, as there is not

enough available space to temporarily relocate functions to maintain operations while

renovations proceed.

1 It lacks space to accommodate physician offices, making recruiting doctors more
difficult.

1
1

The proposed replacentemospital would have 170 private inpatient rooms, and thus 170
beds consisting of 152 MSGA beds and 18 obstetric (pastum) beds. It would also have 20
observation/clircal decision beds The following table compares key service capacities of the
curent WAH and those proposed by AHC for the replacement general hospital and the special
hospital and outpatient service campus proposed as the future of the existing Takoma Park campus.

Table I-1: Key Service Capacities of AHC and WAH
Currently and Post-Project

Proposed
Existing White Takoma
Service Takoma Park  Oak Park

Campus Campus| Campus

MSGA beds 241 124 0
Intensive/critical care beds 34 28 0
Obstetric beds 30 18 0
Psychiatric beds 40 0 40
Medical rehabilitation beds 24 0 24
Distinct unit observation beds 0 20 0
Emergency department treatment bay 26 32* 0
Operating rooms 11 8 0
Dedicateccaesareasection rooms 2 2 0
Procedure rooms 2 3 0
Angiography suites 6 0

*plus 2 mental health evaluation rooms
Sources:DI#27

Unlike theexisting Takoma Park campus, AHC proposes that a central utility plant for the
replacement hospital would be built by a third party, with the hospital buying power as an operating
expense. This approach was also chosen to lower the capital expense tequigdment the
relocation project, which is estimated to save $12 to $16 million. (DI#43)

The estimated project cost is $330,829,524 for the relocation and replacement of the
general hospital and $5,223,506 for the renovation/expansion of the ektiagjoral health unit
for a total of $336,053,030. AHC proposes to finance the project with approximately $245 million
in borrowing, $55.6 million in cash equity, $20 million from contributed gifts, $11 million in
contributed land, and $4.5 million in erest income. An itemized project budget follows (Table
[-2).



Table I-2: Estimated Uses and Sources of Funds
Replacement and Relocation of the General Hospital Facilities of WAH

Uses of Funds
Behavioral
White Oak Health_ Total
Renovation
New Consruction
Building/Land Purchase/Site Preparation $156,600,000 $156,600,000
Architect/Engineering Fees & Permits 13,900,000 13,900,000
Renovations
Building Demolition/Renovations $3,700,000 3,700,000
Architect/Engineering Fees &
Permts 519,000 519,000
Major and Minor Equipment 33,800,000 33,800,000
Contingencies 11,200,000 200,000 11,400,000
Other Capital Costs 30,700,000 300,000/ 31,000,000
Capitalized Construction Interest 45,156,375 45,156,375
Inflation 10,100,000 400,0® 10,500,000
Total Capital Costs $ 301,456,375 $ 5,119,000 $306,575,375
Financing and Other Cash Requirements $29,373,149 $104,506| $29,477,655
Working Capital 0 0 0
Total Uses of Funds $ 330,829,524 $ 5,223,506 $336,053030
Sources of Funds
Cash $50,575,175 $50,575,175
Gifts, bequests 20,000,000 20,000,000
Interest Income 4,504,349 4,504,349
Authorized Bonds 244,750,000 5,223,506 249,973,506
Transfer of Land from AHC 11,000,000 11,000,000
Total Source ofFunds $ 330,829,524 $ 5,223,506 $336,053,030

Source: DI#27, Ex. 1, Table E.

As noted, acute psychiatric inpatient services, including 40 psychiatric bedsediwhl
rehabilitation will remain on the Takoma Park campus in renovapeats in the existing hospital
building. Space currently occupied by the ED will be converted to an urgent care facility- The to
be-establiskedurgent care facility, as well as the two special hospitals, will continue to be served
by oncampus ancillary seices (laboratory, radiology). The Federally Qualified Health Center
(AFQHCO) on the Takoma aReaparsioncthatwpuld $riple its cagaciti.e d u | €

It bears repeating that of the renovations proposed for the Takoma Park campus, only the
renovation of the behavioral health space is a component of this project and CON application. The
other investments on the campus, such as development of the urgent care capability, would not
involve CONregulated expenditures. They would be separatabnfied by AHC, at a cost of
approximately $13.2 million. (DI#85)



C. Recommended Decision

| find that this project complies with the State Health Plan standards and that the hospital
has demonstrated the need for the project, itseftesttiveness, its vialiy, and is consistent with
the remaining Certificate of Need review criger | recommend that the Commission APPROVE
the Certificate of Need application with the following conditions:

1. Adventist HealthCare, Inc. must open an urgent care center bakibsna Park
campus coinciding with its closure of general hospital operations on that campus.
The urgent care center must be open every day of the year, and be open 24 hours
a day. Adventist HealthCare, Inc. may not eliminate this urgent care center or
reduce its hours of operation without the approval of the Maryland Health Care
Commission.

2. In the fourth year of operation of a replacement Washington Adventist Hospital,
Adventist HealthCare, Inshall provide a report to the Maryland Health Care
Commisson on the operation of the specialty hospital for psychiatric services in
Takoma Park. This report must review patient intake and transport issues,
coordination of care for psychiatric patients between the White Oak and Takoma
Park campuses, and the sfieciinancial performance of the special hospital,
exclusive of the operation of Adventist Behavioral Health and Wellness overall.

3. Adventist HealthCare, Inc. will not finish the shell space in the relocated
Washington Adventist Hospital without givingtice to the Commission and
obtaining all required Commission approvals.

4. Adventist HealthCare, Inc. will not request an adjustment in rates by the Health
Services Cost Review Commission (AHSCRCO)
interest costs associated witonstruction of the proposed shell spac¢hat
relocatedNVashington Adventist Hospital until and unless Adventist HealthCare,

Inc. has filed a CON application involving the finishing of the shell space, has
obtained CON approval for finishing the shelbace, or has obtained a
determination of coverage from the Maryland Health Care Commission that
CON approval for finishing the shell space is not required.

5. The HSCRC, in calculating any future rates for Adventist HealthCare, Inc. d/b/a
Washington Advemst Hospital and its peer group, shall exclude the capital costs
associated with the shell space until such time as the space is finished and put to
use in a rateegulated activity. In calculating any rate that includes an
accounting for capital costs saxiated with the shell space, HSCRC shall
exclude any depreciation of the shell space that has occurred between the
construction of the shell space and the time of the rate calculation (i.e., the rate
should only account for depreciation going forwaratigh the remaining useful
life of the space). Allowable interest expense shall also be based on the interest
expenses going forward through the remaining useful life of the space.



. PROCEDURAL HISTORY
A. Review of the Record
Please see Appendix 1, Redof the Review.
B. Interested Parties and Participating Entities in the Review

Three general hospitals are interested parties in this revigmosing approval of the
proposed relocation and replacement of WAH. They are Holy Cross Hospital of Siey Sp
(AHCHO) , Laur el Re gt and MedStdd Mempgontery | Medicdl IC&tdo )
( A MM M CAdl three oppose the project based on some combinatigh)¢f:h e pr oj ect 6 s n
impact on their volume and financial performan@;their ability to fandle a projected influx of
emergency room patients resulting from the relocation of the hospital; &Bpifloe impactach
believes the move would have on Takoma Park residents who depend on WAH for access to
hospital services.

The City of Takoma Park i Takoma Par ko) is a participatdi
not opposed the relocation of the hospital, accepting that AHC must consider locations outside of
Takoma Park in order to realize its goal of building a more modern hospital. However, Takoma
Park expressed concern regarding the impact of a relocation on geographic access to health care
for city residents and access to affordabl e
residents, and asks t he Co nsonableactoms totmitigate the q ui r
adverse impacts on Takoma Park residentso6 geo

Takoma Park has also expressed concern that the plans AHC has outlined for continuing
services in Takoma Park are not a formal parhe CON applicatiorand that, for this reason,
AHC will not be accountable to the Commission to execute and maintain those plans. Further,
Takoma Parkotedthat the financial projections for the services proposed to be offered at Takoma
Park after thénospital relocation indicate the site will operate at a loss. The city is concerned that,
if the financial performance of the replacement hospital is less positive than AHC anticipates, AHC
will lack thefinancial abilityto sustain the services propodedthe site (DI #53)

C. Local Government Review and Comment

As noted, the City of Takoma Park is a participating entity that provided detailed comments
in this r evi eammenisate sumaariied in Hécommended Decisiamder
the particlar standards and criteria to which they apply. Local government elected officials are
among those who provided letters supporting this project, as further desmibedn Section D.
Community Support.
D. Community Support

AHC providedmany written expgssions of suppoit receivedfor relocating the hospital,

2 | note that, on October 13, 2015, LRH gave formal notice in this review that it intends to cease the
provision of inpatient services by the end of 2017 and convert to an ambulatory medical center. (DI #110)
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both from individuals and organizations.

The United States Food and Drug Administration entered into a Memorandum of
Understanding with AHC in order to advance opportunities for collabordiddm27, Ex 7)

More than 800 | etters were fi limlddinghoret supp
than 730 Aformdo | etters writ tcantnuilgygareeteeméntd ent s
community in Silver Spring. This retirement conmity is located very near the proposed White
Oak site

Of the individual communi cations, al | but
exception was a former patient who was not satisfied with the level of care he had received at
Washington Advemst Hospital.) Of these individual communications, 45 were from physicians,
other health care practitioners, and medical groups#@d| Ex 85) Twelve letters were from
individuals representing Montgomery County businessesfongirofit agencies suchs CASA
de Maryl and, and community <citizensd associa
Association and the Hillandale Gardens/Knollwood Adelphi Area Citizens Associdtiaty-
threeletters of support were from State and County elected aifiand appointed membeas
discussed further below. (BR7, Ex 87)

The South of SI'igo Citizensd Association (
related to the availability of emergency care services in Takoma Park following relocation of the
hospital to the White Oak area, and said that
same services as the emergency roomo and that
services fcould be cut woThéir letten also expressed a leelief or t
that a move of the facility could have a nega
|l osses to the community. 0O

Thirty-threeletters were received froourrent and formeelected officialsand appointed
memkersi ncl udi ng: former Governor Martin OO6Mall e
Congressman John P. Sarbandfarfland’'s Third Congressional DistijctSpeaker of the
Maryland House of Delegates, Michael E. Busch; Maryland SenBitas FeldmanKaren
Montgomery,Roger Manngp and Jamie Raski(Montgomery County) and Joanne C. Benson
(Prince Ge o fogteecdnemtiigis of the Maryland House of Delegdt€athleen M.
Dumais, David Frasddidalgo, C. William Frick, Sheila Hixson, Tom Huckeknne Kaiser,
Ariana Kelly, Susan C. Leekric Luedtke,Aruna Miller, Heather MizeurJoseline A. Pena
Melnyk, Jeff Waldstreicher, and Craig Zuckethe Montgomery County Executivisiah Leggett
the President and the Vice President of the Montgomery CountgoCodMancy Navarro and
Craig Rice, respectivelygix Montgomery Couaty Council memberas of September 20, 201Bhil
Andrews, Roger Berliner, Marc Elrich, Valerie Ervin, George Leventhal, and Hans Riezmder
the President ahe East County Citizens Atbory Board Peter Myo Khin.(DI #27, Ex 86)



A.

Background

Population Projections

Population Change, Race, and Income

Both the existing and the proposed WAH replacement hospital site are located in
Montgomery County near the border with Priiée or ge 6 s
rely on these two jurisdictions as the source for most of its patients. These counties are the two

most populous jurisdictions in Maryland.
Montgomery and Pric Geor ge 0 s

As
rapidly

shown

t han

n t

t hat

is similar to that of th&t at e ,

he

whi |l e

summary
projected f
growth is somewhat lower than that projected forShea t e .

Pri

t he f

nce

t abl

C o uemeénthospitaltwi

repl

At 494.6 and 486.4 square miles respectively,
ar e

-

C

i fth an3d sixth |
es bel ow, Montc
or the Stafte ove

More detailed demographic information is availablé&ppendix 2.

Cou

Table IlI-1: 2010 Population and Population Growth Rate Projections

Population Growth Rates at 5 year intervals
Montgomery GPélnocer g Maryland Montgomery GPe:IrZ)C? g Maryland
2010 971,777 863,420 5,773,552 -- - -
2015 1,036,002 900,348 6,010,141 6.6% 4.3% 4.1%
2020 1,067,001 914,495 6,224,511 3.0% 1.6% 3.6%
2025 1,110,004 929,649 6,429,749 4.0% 1.7% 3.3%
2030 1,153,900 944,548| 6,612,191 4.0% 1.6% 2.8%
2035 1,186,601 957,647 6,762,303 2.8% 1.4% 2.3%
2040 1,206,802 967,848 6,889,692 1.7% 1.1% 1.9%
Change
20102040 235,025 104,428| 1,116,140 24.2% 12.1% 19.3%

Source: Maryland Department of Planning, 2014 Total Population Projections by Age, Sex and Race

3 As repated by the Marylan®epartmenof Planning. Available at:
http://www.mdkidspage.org/counties/Density.htm#area
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Mont gomery County?o
Georgeos


http://www.mdkidspage.org/counties/Density.htm#area

Table IlI-2: 2010 and Projected Population Age Distribution

Jurisdiction 0-14 1544 45-64 6574 75+
Montgomery 19.8% 39.8%( 28.0% 6.4% 5.9%
2010 | Prince Georges 19.6% 44.9%| 26.9% 5.8% 3.6%
Maryland 19.2% 40.8%| 27.7% 6.7% 5.6%
Montgomery 18.7% 39.1%| 26.4% 9.2% 6.6%
2020 | Prince Georges 18.1% 43.5%]| 254.0% 8.5% 5.1%
Maryland 18.0% 40.0%| 26.2% 9.4% 6.4%
Montgomery 18.9% 37.7%| 24.3%| 10.2% 9.0%
2030 | Prince Georges 17.4% 42.7%| 22.8% 9.7% 7.6%
Maryland 17.9% 39.3%( 23.1%| 11.0% 9.0%
Montgomery 18.6% 36.4%| 24.8% 9.1%| 11.1%
2040 | Prince Georges 16.6% 41.8% | 23.6% 9.0% 9.3%
Maryland 17.4% 38.4%| 23.8% 9.3%| 11.2%

Source: Maryland Department of Planning, 2014 Total Population Projections by Age, Sex and Race

Racial Composition

Mont gomery Countyds population i sricamaj or i t )
(18.8%) and Asian Americans (15.2%) comprising most of the remaining population. Prince
Georgebs County has a | arge African American
(26.4%) following as the second largest racial group. The Marylapdrieent of Planning
estimates that while 9.3% of the Stateds tot
substantially larger proportion of the populations residing in both Montgomery County (18.7%)
and Prince Geordgebs County (16.9%).

Table IlI-3: Population by Race
Mont gomery and Prince Georgebs Counties and

Black or Two or
Jurisdiction White African Asian | Other* More
American Races
Montgomery 51.8% 18.8%| 15.2% 0.8% 2.2%
Prince | 26.4%|  64.7%| 4.6%| 1.2%| 2.6%
Georgebd
Maryl and 60.1% 30.3% 6.4% 0.7% 2.6%
Source: 2014 U.S. Census of Population
Not e: Al l raci al categories, with the exception of #Atwo or

*Qther includes American Indian and Alaskan Native, Native Hawaiian and other Pacific Islander.

4 Source: 2014 U.S. Census of Populatiuttp:/quickfacts.census.gov/gfd/states/24/24033.html
9



http://quickfacts.census.gov/qfd/states/24/24033.html

Economic Status

Montgomery County is one of the most affluent jurisdictions in the State, with an estimated
median household income in 2010 of $88,55@cond only to Howard County at $100,992.

Mont gomeryds income | evealtheSvaas eabmeuwti a8 . 5% rhing
Countyds estimat ed wasadound $69,528whicrevasjust dnder ($409) me
theSt at e medi an. According to t hwasthe @udallhiest ensus

jurisdiction in the United States thian AfricanAmerican majority population.

In 2010, the U.S. Bureau of the Census reported that 9.9% of Maryland residents were
poor, based on the Federal Department of Health and Human Services Poverty Guidelines. Table
lll-4 below shows the povertates for various segments of the population in Montgomery and
Prince Georgeds Counti es. Both counties rank
of total residents living in poverty; Montgomery was tied for the ninth ranking among teedstat
24 jurisdictions whil e ' Considerng tleepopulaiendusder@geu nt y
18, Montgomery had the"d owe st and Pr i filowest @eportiog @ fesiderttsh e 1 2
under the poverty level among Maryland jurisdictions.

Table Ill-4: Proportion (%) of Total Residents Living in Poverty, 2010*

Montgomery | Pr i nce { Maryland®

Residents living in poverty 7.5% 9.4% 9.9%
Under age 18 in Poverty 9.4% 12.3% 13.1%
Ages 517 in impoverished familie 9.1% 11.8% 118%
Under age 5 in Poverty n/a n/a 15.6%
Median Household Income $88,559 $69,524 $68,933

*Based on Federal Poverty Guidelines.

Between each census the U.S. Census Bureau provides a variety of estimates based on
community surveys; often these riésstare compiled and reported for a time period (rather than
for one point in time) to redugamplingerror. Economic indicators drawn from this source and
shown in Table Il belowpr ovi de a more recent snaqfpang,ot of
anddo not indicate major shifts since the 2010 census.

5 Available at: http://www.census.gov/cdiin/saipe/saipe.cgi

® Ibid.

"Howell, Tom Jr. (206-04-18)."Census 2000 Special Repdvtaryland NewslineCensus: Md.
"Economy Supports Blae®wned BusinessesUniversity of Maryland. Philip Merrill Codige of
Journalismhttp://www.newsline.umd.edu/business/specialreports/census/blackbusiness0418f&ihtm
Chappell, Kevin (November 2008)America’'s Wealthiest Black County Ebony
http://findarticles.com/p/articles/mi_m1077/is_1_62/ai_n16807718

8 Available at: http://www.census.gov/cdiin/saipe/saipe.cgi
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Table IlI-5: Indicators of Economic Well-Being *

Montgomery | Pr i nc e ( Maryland

Persons below poverty level, 200013 6.7% 9.4% 9.8%
Homeownership rate, 20013 67.3% 62.5% 67.6%
Medianvalue of owneioccupied housing units|

20092013 $446,300 $269,800, $292,700
Per capita money income, past 12 months (2

dollars), 20092013 $49,038 $32,344| $36,354
Median Household Income, 202913 $98,221 $73,623| $73,538

*From US Census Bureau State & County Quickfacts, which reports data collected by the US Census Bureau for time frames
between each 10 year census. http://quickfacts.census.gov/gfd/index.html

B. General Acute Care Hapitals

Mont gomery and Prince Georgeds County hayv
hospitals’. Licensed acute care bed capacity, which is established in Maryland each year based on
a retrospective look at average daily patient census, has besdiybdeclining throughout the
state in recent yearsn Montgomery Countyit has declined.9%since2010 despite the addition
of a new general hospitaHoly Cross Germantowiospital Over the same periodrince
Georgés County five hospitals saw declinein licensed acute care beafs15.2%. To put these
numbers into statewide perspective, the numbécefsedacute care beds in Marylandogped
from 10,880 in FY2010 to 9,800 in FY2016, a 9.9% decline.

Table lll-6 : Mont gomer y ansCoBnty Gereeal At CGaig eldspitals
Licensed Acute Care Bed Inventories, FY 2016 (effective July 1, 2015)

General Hospitals Location - Licenged .Acute edle .Be(.ﬁ 2Ty
MSGA | Obstetric | Pediatric Psychiatric Total
Holy Cross Germantown Germantown 75 12 0 6 93
Holy Cross Silver Spring 317 84 22 0 423
MedStar Montgomery Olney 89 11 2 20 122
AHC Shady Grove Rockville 209 56 25 0 290
Suburban Bethesda 209 0 3 24 236
AHC V\/_ashmgton Takoma Park 169 21 0 40 230
Adventist
Total Montgomery 1,068 184 52 90 1,394
Doctors Community Lanham 163 0 0 0 163
Fort Washington Ft. Washington 34 0 0 0 34
Laurel Regional Laurel 46 5 0 9 60
MedStar Southern MD Clinton 149 30 4 25 208
Prince Geor gg Cheverly 169 38 2 28 237
Total ||3rince Georgd s 561 73 6 62 702
Total-Two Counties | [ 1,629] 257 | 58 | 152 | | 2,096

Source: Maryland Health Care Commission

1n July 2005, Laurel Regional Hospital ammeed that it plans to phase out its inpatient general hospital operations
within three years.
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Table 1ll-7: Change in Acute Care Bed Inventories, Montgomery a n d

General Acute Care Hospitals FY2010-FY2016

PrinceCdiptpr geods

LicensedBeds Licensed Change Reported Physical

FY 2010 Beds FY 2016| FY 201016 Bed Capacity
Holy Cross Germantown -- 93 -- 93
Holy Cross 404 423 +4.7% 379
MedStar Montgomery 170 122 -28.2% 187
AHC Shady Grove 320 290 -9.4% 326
Suburban 239 236 -1.0% 247
AHC Washington 288 230 -20.1% 304
Total Montgomery 1,421 1,394 -1.9% 1,536
Doctors Community 190 163 -15.8% 218
Fort Washington 43 34 -20.9% 37
Laurel Regional 95 60 -36.8% 171
MedStar Southern MD 246 208 -15.4% 339
Prince Georg 254 237 -6.7% 311
Total Princ 828 702 -15.2% 1,096
Total-Two Counties | 2,249 2,096 -6.8% | 2,628

Source: Maryland Health Care Commission

C. Hospital Utilization Trends

Prin c e

The tables below profile demand for acute hospital services in both Montgomery and
Geor gebs C-20dh ktward ® point oot mmeinpdité&ntfacts and trends

for the period 2002014 whichinclude:

Acute care discharges are falling

1 Total acute care discharges declined by 11.5% in Montgomery County hospitals
and 23.7% n Prince Georgeods County
statewide.

1 In the two counties every hospital except Holy Cross of Silver Spring experienced
a decline in discharges. The decline at WAH was the most precipitous, at almost
35%. In Prince Gaogeb6s County, every
declined by at least 15%.

1 The average daily census (ADC) at Montgomery County hospitals fell 8% between
2009 and 2014, from 1,007 in 2009 to
declined by B.8%, from 579 to 499. Statewide, the decline in ADC was 13.5%
during this period.

1 This decline in inpatient activity followed a tgrear period (1992008) in which
ADC had risen by 10% in Montgomery
County.
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Length of stay is increasing

1 MSGA average length of stay (ALOS) is increasing. In 2014 it was 4.7 days in
Mont gomery County acute care hospitals,
care hospitals and 4.7 days across Maryland. The increases over 2009.8%re: 7
in Montgomery, 10.6% in Prince Georgeos

1 This reversal of a long term trend began almost imperceptibly in 2006 and
accelerated in 2011.

1 WAH was an outlier on MSGA ALOS, increasing from 4.4 in 2009 to 5.8 in 2014
(a 31.7% increa3e

1 Total acute care ALOS followed MSGA ALOS upward (MSGA discharges were
78.4% of total acute care discharges statewide in 2014), increasing 4.6% in
Montgomery, 8.5% in Prince Georgebs, an

Taking the long view| note thatdemand for aate care hospital beds in Maryland has
resumed a downward trend that had been interrupted by growth between 1998 and 2008, following
about 20 years of decline.

The three following tables provide detail regarding total acute care discharges, discharge
days, and average length of stay for general acute care hospitals in Montgomery and Prince
Geor geds Counr2014 é\gpentlix 3 providesirbil@r detail for MSGA, obstetric,
pediatric, and psychiatric beds.
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Table 111-8a): Total Acute Care Discharges
Mont gomery and Prince George®§a2@dpunty

ACUTE CARE DISCHARGES

Hospitals

2009 | 2010 | 2011 | 2012 | 2013 | 2014
Montgomery County General Hospitals

HOLY CROSS OF SILVER

SPRING 27,569 28,069| 27,676| 27,012| 26,523 28,132
MEDSTAR MONTGOMERY 9,912| 9,866/ 9,232 9,003| 8,232 8,208
AHC SHADY GROVE 21,974 21,603| 20,910 20,911| 20,186 19,297
SUBURBAN 14,164| 13,874| 14,033| 13,622 13,156| 13,589
AHC WASHINGTON

ADVENTIST 17,588, 16,031 14,328| 13,189 11,698 11,455
Total 91,207| 89,443| 86,179| 83,737| 79,795| 80,681

Prince George's County General Hospitals

DOCTORS COMMUNITY 12,137 13,060f 12,498 11,149 10,618 8,851
FORT WASHINGTON 3,038 2,987 2,270 2,059 2,293 2,169
LAUREL REGIONAL 6,353 5,527 5161 5,206 5,456 4,345
PRINCE GEORGE'S 13,814| 13,261 11,909| 10,970 10,570] 11,648
MEDSTAR SOUTHERN

MARYLAND 16,930] 16,715| 16,363| 15,524| 13,478| 12,867
Total 52,272| 51,550| 48,201 44,908| 42,415| 39,880
All Maryland Hospitals 701,185| 660,928| 636,575| 615,161| 588,718| 564,733

Source: HSCRC Discharge Database.
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Table 111-8b): Total Acute Care Discharge Days,

Mont gomery and Prince G®le,ICYg20009 2@dbunty Hosp
ACUTE CARE DISCHARGE DAYS
2009 | 2010 2011 | 2012 2013 2014
Montgomery County General Hospitals
HOLY CROSS OF SILVER SPRING 104,485 104,126 104,076 101,590 101,454 108,659
MEDSTAR MONTGOMERY 42,008 41,012 36,400 35,188 31,106 31,759
AHC SHADY GROVE 87,347 84,999 86,162 82,054 78,840 76,734
SUBURBAN 59,303 58,504 58,600 61,863 58,034 60,099
AHC WASHINGTON ADVENTIST 74,523 70,945 66,236 65,973 59,880 60,500
Total 367,666 359,586 351,474 346,668 329,314 337,751
Prince George's County General Hospitals
DOCTORS COMMUNITY 48,875 55,171 54,152 51,791 49,302 42,438
FORT WASHINGTON 10,984 10,793 8,777 7,785 8,569 8,57
LAUREL REGIONAL 26,737 21,422 20,293 20,247 19,682 16,354
PRINCE GEORGE'S 63,290 63,736 58,019 56,283 54,201 61,276
MEDSTAR SOUTHERN MARYLAND 61,572 60,323 63,096 61,229 55,139 54,001
Total 211,458 211,445 204,337 197,335 186,893 182,326
All Maryland Hospitals 2,919,904| 2,719,672| 2,715,091] 2,649,410 2,559400| 2,527,350

Source: HSCRC Discharge Database.

Table 1lI-8c): Total Acute Care Average Length of Stay

Mont gomery

and

Prince

Georgeds 2@dbunty

ACUTE CARE AVERAGE LENGTH OF STAY
2009 2010 2011 2012 2013 2014
Montgomery County General Hospitals
HOLY CROSS OF SILVER
SPRING 3.79 3.71 3.76 3.76 3.83 3.86
MEDSTAR MONTGOMERY 4.24 4.16 3.94 3.91 3.78 3.87
AHC SHADY GROVE 3.98 3.93 412 3.92 3.91 3.98
SUBURBAN 4.19 4.22 4.18 4.54 441 4.42
AHC WASHINGTON
ADVENTIST 4.24 4.43 4.62 5.00 5.12 5.28
Total 4.09 4.09 4.12 4.23 4.21 4.28
Prince George's County General Hospitals
DOCTORS COMMUNITY 4.03 4.22 4.33 4.65 4.64 4.79
FORT WASHINGTON 3.62 3.61 3.87 3.78 3.74 3.81
LAUREL REGIONAL 4.21 3.88 3.93 3.89 3.61 3.76
PRINCE GEORGE'S 4.58 4.81 4.87 5.13 5.13 5.26
MEDSTAR SOUTHERN
MARYLAND 3.64 3.61 3.86 3.94 4.09 4.20
Total 4.02 4.03 4.17 4.28 4.24 4.36
All Maryland Hospitals 4.16 4.11 4.27 4.31 4.35 4.48

Source: HSCRC Discharge Database
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V. REVIEW AND ANALYSIS
The State Health Plan

COMAR 10.24.01.08G(3)(a) State Health Plan.
An application for a Certificate of Need shall be evaluated according to all relevant State
Health Plan standards, policies, and criteria.

The relevant State Health Plan chaptéet need to be considered iretheview of this
projectare COMAR 10.24.10, Acut€are HospitaBervicesCOMAR 10.24.11, General Surgical
Services COMAR 10.24.12, Acute Hospital Inpatient Obstetric Seryiceé®MAR 10.24.17,

Specialized Heal th Car e Se tanmeous €agronary Inteaventon a c
Servicesand COMAR 10.24.07, Psychiatric Services.
COMAR 10.24.10 - State Health Plan for Facilities and Services:
Acute Care Hospital Services
COMAR 10.24.10.04A General Standards.
(1) Information Regarding Charges. Information regarding hospital charges shall be
available to the public. After July 1, 2010, each hospital shall have a written policy for
the provision of information to the public concerning charges for its services. At a
minimum, this policy shall iclude:
(a) Maintenance of a Representative List of Services and Charges that is readily
available to the public in written form

web site;

(b) Procedures for promptly responding to individual requests for @ntr charges for
specific services/procedures; and

(c) Requirements for staff training to ensure that inquiries regarding charges for its
services are appropriately handled.

Applicanb s Response

The applicant states that Adventist has a written poticytfe provision of information to
the public concerning charges for its services. The podiquiresa representative list of services
and charget be made available to the public in written form at the hospital(spaitdg website,
http://www.washingtonadventisthospital.com/pdf/WAling -HospitalCharges.pdirhe policy

St

-
C

al so states that Aindividuals or t hstmateofpayor

charges for any scheduled ormrc hedul ed di agnostic test or

the Patient Access department is responsible for ensuring that staff training is provided related to

charge estimates and use of estimatortoadlsan he appl i cantds Mar ket.
the information is available to the public
page 17)
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Reviewerds Analysis and Findings

| find that the applicant meets this standard.

(2) Charity Care Policy Each hospital shall have a written policy for the provision of charity
care for indigent patients to ensure access t
(a) The policy shall provide:
) Determination of Probable Egibility. Within two business days following
a patient's request for charity care services, application for medical
assistance, or both, the hospital must make a determination of probable

eligibility.
(i) Minimum Required Notice of Charity Care Policy.
1.Public notice of i nformation regar

policy shall be distributed through methods designed to best reach the
target population and in a format understandable by the target population
on an annual basis;
2. Notices regardingte hospital és charity care |
the admissions office, business office, and emergency department areas
within the hospital; and
3. Individual noticer egar di ng the hospital s che
provided at the time of preadmiss or admission to each person who
seeks services in the hospital.
(b) A hospital with a level of charity care, defined as the percentage of total operating
expenses that falls within the bottom quartile of all hospitals, as reported in the most
recent Health Service Cost Review Commission Community Benefit Report, shall
demonstrate that its level of charity care is appropriate to the needs of its service area
population.

Applicantdéds Response

Adventist states that a financial assistance screening priscasnducted upon registration
of a patientand that, ifthe patient is interested in filing for financial assistasd®s is asked to
provide basic financial information such as annual income and number of deperRiesed.on
t he pat i e rhe degistratiensystem automatically calculates a percentage of possible
assistance based on thederal poverty levels andHC6 s char ity care polic
communicated to the patient within two business ddypatient interested in financiasistance
is also given a full charity care applicatitimat asksthe patient for more detailed financial
information including verification of income, current assedad available credit, which are all
used to make arfal eligibility determination. (D¥34)

The applicant also statésat in 2013, Washington Adventist Hospital provided a total net
community benefit of 11.1% of operating expeisanking the hospital as tlssventhhighest
amongall generahospitals in Maryland The statewide averagethat year was 8%.° In my

10 http://mwww.hscrc.state.md.(gocuments/HSCRC _ Initiatives/CommunityBenefitsfgh3/HSCRG
FY2013CB-DataReport.xIsx
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review | consulted the Maryland Hospital Community Benefit Refmrt2014* for updated
information and found hat WAHG6s tot al net community benef
expense, third highest in Maryland in thaae The State average for all hospitals was 6.2%.

Reviewr 6 s Analysis and Findings

| find that theapplication is consistent withis standard.

(3) Quality of Care

An acute care hospital shall provide high quality care.

(a) Each hospital shaldocument that it is:

) Licensed, in good standing, by the Maryland Department of Health and
Mental Hygiene;

(i) Accredited by the Joint Commission; and

(i) In compliance with the conditions of participation of the Medicare and
Medicaid programs.

(b) A hospital with a measure value for a Quality Measure included in the most recent
update of the Maryland Hospital Performance Evaluation Guide that falls within the
bottom quartile of al | hospital sd report
Measure and also falls below a 90% level of compliance with the Quality Measure,
shall document each action it is taking to improve performance for that Quality
Measure.

Applicantdéds Response

Washington Adventist Hospitais licensed in good standing with the Mgand
Department of Health and Mental Hygierand is Medicare and Mediaid certified in good
standing with respect to thmnditions of participationThe applicant also stated that WAH is
accrediedby t he Joint Commi ssi on thahe&Guidelmesse d ok eid Go |
quality award in 2013. The last full survey by the Joint Commissi@ssuccessfully concluded
on August 16, 2013, and named Washington Adventist Hospital a Top Performer on Key Quality
Measures. (DI # 27, CON Application, 19).

AHC notes thatther recent honors and awards conferred upohdsgital include: Three
Star rating for heart surgery by The Society of Thoracic Surgeoasedited Chest Pain Center,
Level IV with PCI, The Society of Gdiovascular Patient Cardesignated Cardiac Interventional
Center, Maryland Institute for Emergency Servicgst&ns; ésignated Primary Stroke Center,
Maryland Institute for Emergency Medical Services Sysieisoke Gold Plus Quality
Achievement Award and the Target: Stroke HorRoll award from theAmerican Heart
AssociationMission: Lifeline Bronze Performance Achievement Award fromAireerican Heart
Association; acredited Cancer Program with Commendation, The Commission on Cancer (of the
American College of Surgeonsceradited Radiation Oncology Program, American €g# of
Radiation OncologySilver Performance Achievement Award from the American College of

11 http://www.mhaorihe.org/docs/defaulsource/advocacy/regulatory/hscrc/newsb#éaiks/community
benefitsreportfy2014.pdf?sfvrsn=2
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Cardi ol ogy Foundat i on 6Get WitiCtbeRGuideth€sl DOIgnakee Qentert r y
of Excellence Center of Disction; andHealogics, InG.The Center for Advanced Wound Care
& Hyperbaric Medicine

In responding to subpart (b) the applicaotedthat of 23 applicable measuras the
Maryland Hospital Performance Evaluation Guiflune 28, 2013posting?), Washngton
Adventist Hospital ranked at or above average on 21 meaSines$ospital achieved 100% in 8
of the measures.The applicant stated thapr t h e SumgeyPatiensWhd Received
Treatment at théppropriateTime to Help PreventBlood Clots,0 WAH achieved a 97% rating
compared to a 98% state averdtjgvas above the 90% level of compliance on all measures.

AHC also reported that WAH was 47 minutes beyond the standard for the measure
AMedi an Time from Emer gency [DepapraenttDepartute foOATr r i v ;
Admitted Patientsodo and 33 minutes beyond 't he
Emergency Department Departure Time for Admit
the fact that the ED was designed for 30,000 visits/gad has been serving as many as 50,000
annuallyas a factor related fperformance othese measures, and posited that the proposed project
would have a positive impact on the time that elapses between a decision to admit an emergency
department patiet o an i npatient bed andPrivateacoms@dt i ent
observation and clinical decision unit beds arefeaturesof the proposedelocated hospital that
AHC statesvould improve ED times.

In support of its position, AHC points tithat therelocatedhospital would have all private
rooms, in contrast to the existing hospital, which hasignificant number of serprivate
rooms. AHC notes that &d availabilityat the existing WAHs hindered byts inability to co
mingle male andemale patients in senprivate roomsas well asby the significant number of
patients who need to be in isolatioAHC states thaWWAH seeks to place isolation patients in
private rooms, but if that is not possible, the second bed of agamie roomhas to be blocked.
Theapplicant notes that thproposed new facility remedies this challenge because all of the patient
rooms are private.

AHC notes that, at the existing hospitahservation patients often must be placed in
inpatient bedswhereastte relocated hospital will hawan 8bed dedicated observation uthat
will free up inpatient beds for admitted inpatien®e proposed project also includes ab&d
clinical decision unit adjacent to the emergency department to accommodate patierdasew
treated and releasddom the emergency department. AH®lievesthat a more efficiently
designed and rigkdized facility, with observation and clinical decision beds, will enhance its
ability to move patients more rapidly from a decision to adon& bed. (DI # 27)

Reviewerdéds Analysis and Findings

The applicant addressed WAHO6s ranMKaspitajs i n t
Performance Evaluation Guiden HPEGo ) , satisfactorily explaini
willaddressprobems i n moving patients through the exi

2 This posting was the last set of performance metrics that MHCC piostexdHospital Performance
Evaluation Guiddefore transitioninga a newformat for reporting hospital quality
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subpart (b) of this standard éssentiallyobsoletein that itrequiresan improvement plan for any

measure that falls within t hperfoomariceonthatoaasuret i | e

as reported in the most recent MarylaH®EG. MHCC recently expanded its reporting of
performance measures on apdated Maryland Health Care Quality Reports websitegre
hospital® p er f or ma rbgeachimeasuréeits guality eegdorts, MHCC now focuses on
two priority areas(1) patient experiencas reported by th€enters for Medicare and Medicaid
Services(CMS) in its Hospital Consumer Assessment of Healthcare Providers and Systems

(HCAHPS) survey; and (2) healhcare associated infectigns as tracked by CDC

Heal t hcar e Saf et.hunddretanavtbattalf wil| récbhtiremd amendments to the
Acute CareHospital Serviceshapter of the State Health Planreflect these changes when that
chapteris updated.

I note that MHCC recently | ear nedcettiffect WAH

hospital for a few months in the first half of 2015. This status allows a hospital to be deemed to
be in compliance with |aiahibgvirtueeobits JomtoCondmissiono n s
accreditation. Loss of this status results from a finding of a high level deficiency and means that
the hospital is subject to full survey and certification procedures, under the joint administration of
the CMS andthe Maryland Department of Health and Mental Hygiéng D H Mid orfler to
maintain Medicare certification, until the deficiency is determined to have been corrdcted.

| ear ned f r Offine of Hebllthl BavesQualitthat eEmporary loss of this statisnot an
unusual eventhis temporary loss of deemed status by Maryland hospitals occurs an aserage
five to six times a year.

| concludethat the proposed projeawith its expanded ED, single rooms, and clinical
decision/observation beds will halpAH correct the issuebe existing hospitalad in 2013with
delays in seeing ED patients and in getting patients who need to be admitted into rooms more
quickly.

| find that the applicant has met this standard.
COMAR 10.24.10.04B°roject Review Staratds

(1) Geographic Accessibility

A new acute care general hospital or an acute care general hospital being replaced on a new
site shall be located to optimize accessibility in terms of travel time for its likely service area
population. Optimal travel tire for general medical/surgical, intensive/critical care and
pediatric services shall be within 30 minutes under normal driving conditions for 90 percent of
the population in its likely service area.

Applicantés Response

Adventist describethe analysisit performed to measure travel times from zip cacks
within its likely service area to both the current Takoma Park location and the proposed White Oak
location. AHC states that itmethodology considered travel time gains or losses for each zip code
areaand the population within the respective zip cateas to arrive atthe service area
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p opul aggregate det gain or loss in travel tirr&ated to the proposed hospital relocation
Thea p p | i nethodoldy is describad the following box.

1 Establish the zip code areas that would reside in the Primary Service Area (PS
Secondary Service Area (SSA).

1 Identify the 30 minute travel time boundary in all directions for both the Takoma
and White Oak locations.

1 Overlay the 30 minute boundaon the PSA andecondary Service Argg&SA) to
identify locations that meet or exceed the 30 minute drive time standard.

1 Identify distributed locations and a central location within each zip code areato s
travel time data points.

fEntereachof he sel ected points into Googl

White Oak and Takoma Park campus | og¢
Maps was utilized for travel time mapping. Trips were calculated undemal
conditions)

1 Calculatethe average travel timef all of the identified data points. Multiply it by th
service area population, resulting in thatal Traveled Minutes

i Calculate the percentage of service area population that was a) within the 30
travel time standardh) outside the 30 minute travel time standard.

1 For service area locations that exceeded the 30 minute standard, travel timg¢

calculated to the closest acute care hospital.
(D27, p.22)

AHC states that it found, as a result of this analysis,jisabver 90% of the service area
population of WAH, as operated at its current site, resides withirnai®@e travel time, under
normal conditions and that just over 95% of the service area population for the relocated hospital
at White Oak would resideithin a 3@minute travel time of that site, under normal conditions. It
concludes that aggregate drive time for the White Oak service area population would be lower
(-4.9%) than that for the Takoma Park service area population.

Table IV-1: Service Area Travel Time Analysis Conducted by AHC
Comparing WAH at Takoma Park and WAH at White Oak
Takoma Park | White Oak
% of population > 30 min. 9.3% 4.8%
% of population < 30 min. 90.7% 95.2%

Popul ationds aggregate 23,152,577 | 22,019,558
Source: DI #27, CON Application, Exh. 20.

AHC concludes thatelocating its proposed replacement acute care general hospital will
optimize accessibility and travel time for its likely service area populationmatke tharD0% of
the population in & likely service area being witha30 minute drivdime under normal driving
conditions for general medical/surgical and intensive/critical care ser{igegtient pediatric
services are not part of the current or new hospital sejvices

Interested Pdy and Participating Entity Comments

While none of the interested parties or the participating entity made comments under this

21



standard, each addressed related concerns undeAdbherse Im@act standard, COMAR
10.24.10.0484)(b), where eaclthallengedie appl i cant 6s proposed re
because of an alleged failure to account for access issues that it might impose upon some residents
of its existing service area, especially residents who are {mweme. | will describe and discuss
thoseconcerns in that section.

Reviewerds Analysis and Findings

This standardequires meo evaluate whether the proposed projetbdsted to optimize
accessibility in terms of travel time for its likely service area populasind defines optimatavel
time asbeingwithin 30 minutes under normal driving conditions for 90 percent of the population
in its likely service area.

AHC submitted a studgomparing the travel times to both the current Takoma Park and
proposed White Oak sites for its projecf@tmary and secondary service dpsgulation.That
study showed a small aggregate net gain in travel time for the proposed and projected service area
population.

| am particularly concerned about the effect that a relocation would have on the sesident
of theexisting service are#lease see the table below, which illustrates the travel time from each
of the 13 zip code areas that made up WAHOs p
the MHCC has both Maryland and District of Columbia liaéplischarge data) to both the
Takoma Park site and the proposed White Oak s
originated from these zip code areas. | have also included the proximity rank, i.e., where it ranks
compared to other hospitalsterms of proximity. The six zip code ar¢hat are shaded are those
thatwill now be at least 5 minutes further away from WAH if the hospital moves to White Oak.
These zip code areas accountedSbi5%of the total population of the 13 zip code area€Y
2015.
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Table IV-2: Travel Time from WAH 2013 Primary Service Area Zip Code Areas
to WAH and the Proposed WAH Relocation Site at White Oak in Silver Spring

Takoma Park| Proximity | White Oak | Proximity
Zip Code| County/DC Travel time rank Travel time rank
20783 |t NAYy OS 2.2 1 12.3 4
20912 Montgomery 1.1 1 14.7 6
20782 [t NAYy OS 7.1 1 16.2 7
20903 Montgomery 54 2 8.9 2
20901 Montgomery 4.5 2 10.6 2
20904 Montgomery 13.7 3 4.3 1
20740 PrinceGS 2 NH 10.1 2 10.9 3
20910 Montgomery 10 2 32 7
20705 | PrinceGS 2 NH 15.3 4 6.4 1

District of

20011 | Columbia 7.4 3 20.3 11
20737 | PrinceGS 2 NH 11.4 3 16.3 6
20902 Montgomery 12 2 14.7 3
20770 | PrinceGS 2 NH 14.1 3 131 3

While six of the zip code areas would be at least 5 minutdgefaatvay from WAH if it
relocatesas proposed, four others would experience less than a five minute increase in travel time,
and three zip code areas would be closer to WAH at White Oak. Only one would experience an
increase in travel time in excess of 2nutes, but that zip code area has slaser hospital
alternatives. I n summary, all but one of the
area wil|l remain within 20 minutesdé drive tim

| find the proposed project meets this standard.

2 Identification of Bed Need and Addition of Beds
Only medical/ surgical/ gynecol ogical/ addiction
as needed and/or currently licensed shall be developed at acute care general hospitals.
(a) Minimum and maximum ned for MSGA and pediatric beds are determined using
the need projection methodologies in Regulation .05 of this Chapter.
(b) Projected need for trauma unit, intensive care unit, critical care unit, progressive
care unit, and care for AIDS patients is inctled in the MSGA need projection.
(c) Additional MSGA or pediatric beds may be developed or put into operation only if:
0] The proposed additional beds will not cause the total bed capacity of the
hospital to exceed the most recent annual calculation oéhsed bed
capacity for the hospital made pursuant to Healbeneral §19307.2;
or
(i) The proposed additional beds do not exceed the minimum jurisdictional
bed need projection adopted by the Commission and calculated using the
bed need projection methotbgy in Regulation .05 of this Chapter; or
(i)  The proposed additional beds exceed the minimum jurisdictional bed
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Appl

need projection but do not exceed the maximum jurisdictional bed need
projection adopted by the Commission and calculated using the bed nee
projection methodology in Regulation .05 of this Chapter and the

applicant can demonstrate need at the applicant hospital for bed

capacity that exceeds the minimum jurisdictional bed need projection; or
(iv)  The number of proposed additional MSGA or gliatric beds may be
derived through application of the projection methodology, assumptions,
and targets contained in Regulation .05 of this Chapter, as applied to the
service area of the hospital.

i cant 6s

Response

AHC notes thatle most recent pulshed MSGA bed need projection for Montgomery
County is for 2022 and ranges fronmaimumof 805to a maximum of.,103 MSGA bed& It
points out that there were 1,024 licensed MSGA beds in the County in 2015 and notes that the 152
MSGA beds that AHC iproposing for the replacement hospital constitute a reduction of 19
MSGA beds that were licensed at the existing WAH in FY2QRb#27, p. 24)

Revi

ewer 0s

AHCO s

Anal ysi s

and

Fi

ndi

ngs

repl acement suBmitiéd an Bgptember®?, 20@drihat tinge s

there were 949 licensed MSGA beds located in five acute care general haspitatdgomery
County and 75additionalbeds approvedor operation in Montgomery Countgt Holy Cross

GermantownHospital a new general hospital that opened in Octdd@t4. Th e

countyos

hospitals, like all hospitals in Maryland, were allowed to reallocate their licensed bed complement
effective July 1, 201%ased on the overall average daily census of acute care patients experienced
during the twelvemonth period endig on March 314

Table IV-3: Licensed MSGA Beds, Montgomery County
FY6 2015 and 2016

Licensed MSGA and Total Licensed Acute Care Beds

FY 2015 FY 2016
Hospital MSGA | Total | MSGA Total
Holy Cross Silver Spring 277 391 309 423
Holy Cross Germantown 75 93 75 93
MedStar Montgomery 87 120 89 122
Adventist Shady Grove 224 305 209 290
Suburban 190 220 209 236
Washington Adventist 171 232 169 230
TOTAL 1,024 | 1,361 1,060 1,394

Source: MHCC Acute Care Bed Inventory (FY 2015, FY 2016)

13 The minimum reflects the combination of five and ten year trends in population use rate and average
length of stay, adjusted for case mix, that generates the lowest bed demand forecast and the maximum

refleds the combination of such trends that generate the highest bed demand.forecast

4 Holy Cross Germantown is an exception. Because it had operated for less than one year on July 1, 2015,
it is still licensed based on its physical capacity rather thanwexseensus. It will be licensed in the same

manner as all other acute care hospitals beginning in FY 2017.
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The proposedeplacement hospitatill have 152 MSGA beds, 18awerMSGA bedghan
were licensed in FY 2015 and 17 fewer beds than are currently licensed. This number of beds
represents a reduction in physical MSGA bed capacity for Wit8¥ beds All of the 152 MSGA
beds will be located in private rooms.

This standargbrovidesthatonly beds identified as needed and/or currently licensed shall
be developed anacute care general hospjtahdcontaingeststhat applyto proposed additional
beds.This applicatiorseeks to repladdSGA bedcapacitythatis currently licensed, andioes not
propose any additiondleds WAH currently has a physical capacity for 239 MSGA beds and has
allocated 169 beds within its overall acute care license to MSGA services in FY 2BiBis
proposing to develop a physical bed capacity for only 152 MSGA beds at White Oak.

| find that AHC has satisfiethis standard.

3) Minimum Average Daily Census for Establishment of a Pediatric Unit
An acute care general hospital may establishnaw pediatric service only if the projected
average daily census of pediatric patients to be served by the hospital is at least five patients,
unless:
(a)The hospital is located more than 30 minutes travel time under normal driving
conditions from a hopital with a pediatric unit; or
(b)The hospital is the sole provider of acute care general hospital servicegs
jurisdiction.

This standard is not applicable to this projsicice WAHdoes not operate an inpatient
pediatric unit and\HC is not prgosing b establish a pediatric un{DI #27, p 25)

(4)  Adverse Impact

A capital project undertaken by a hospital shall not have an unwarranted adverse impact on
hospital charges, availability of services, or access to services. The Commission will grant a
Certificate of Need only if the hospital documents the following:

(a) If the hospital is seeking an increase in rates from the Health Services Cost Review
Commission to account for the increase in capital costs associated with the proposed
project and tle hospital has a fullyadjusted Charge Per Case that exceeds the fully
adjusted average Charge Per Case for its peer group, the hospital must document
that its Debt to Capitalizatiomatio is below the average ratio for its peer group. In
addition, if the project involves replacement of physical plant assets, the hospital
must document that the age of the physical plant assets being replaced exceed the
Average Age of Plant for its peer group or otherwise demonstrate why the physical
plant assets require acement in order to achieve the primary objectives of the
project; and

Applicantés Response

AHCGO6s appl i cfamanciad projectionghateassantsed a rate increak® the
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replacement WAHf $19.7million effective January 1, 2013he applicat explained that the

new Global Budget RevenudiGBR0O) system discourages hospitals from funding capital
improvements through volume growth, instead providing incentives to manage utilization in the
most effective and efficient manner leading to overadiuctions in the cost of care. AHC states
that the implications of the realigned incentives, however,

require capital funding through rates in order to achieve reasonable
profitabilityéwhich in turn will -allow the
invest in the facility and continue to manage hospital utilization and patient care

ef f i c i[andthaktlye@mpact of a onime permanent increase of $19.7M is

far less than the impact to the overall Statewide system than if Washington

Adventist Hospial was to seek additional volume growth to fund the project. (DI

#27, 0. 2526)

AHC also statethatthe averageage ofplantat WAH was 23.0 yearghe second highest
average age among 47 hospitals in the Stateording to the most recent publiclya#able
HSCRC annual filing (FY 2013j.

Reviewerdos Analysis and Findings

In October 2015, WAH obtained a decision from the Health Services Cost Review
Commi ssion (AHSCRCO) , contingent on approval
project thats the subject of this Recommended Decision, that it was eligible for an increase in its
permanent rate base of $15.39 million on January 1, 2019. This approval, while substantially
smaller than the $19.7 million increase requested, was accepted by WiAISubheequent to the
meeting, WAH responded to my request to provide an updated and revised financial schedule of
revenues and expenses reflecting this decision. See discussion at standard 13, Financial
Feasibility, later in this section, and@®MAR 1024.01.08G(3)(d)Viability of the Proposal

The latest data compiled by HSCRC (covering 2013) shbetsWAH had an adjusted
chargelevel that was 7.01% lower than its peer grdbpsed on a Reasonableness of Charges
analysis) For this reason, AH@oes ot need to demonstrate that its Debt to Capitalization ratio
is below the average ratio for its peer group. The latest available data compiled by HSCRC also
showed WAH to have an Average Age of Plant of 26.7 years in 2014, older than all hospitals in
the date excepting Upper Chesapeaiarford Memorial Hospitabnd Fort WashingtanThis
information supports my conclusiothat significant physical plant modernization and/or
replacemenof WAH is reasonable.

| find that the applicant has met this standard

' note that HSCRC no longer <calculates this meas
Calculation was just 5.68% compared to the peer gengrage of 10.08%. The Capital Adjustment
Calculation is accumulated depreciation divided by depreciation expenses. The relatively small size of this
calculation is indicative of WAHG6s substantially
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(b) If the project reduces the potential availability or accessibility of a facility or service
by eliminating, downsizing, or otherwise modifying a facility or service, the applicant
shall document that each proposed change will not inappropriatetgidish, for the
population in the primary service area, the availability or accessibility to care,
including access for the indigent and/or uninsured.

Applicantés Response

AHC statesthat it planned and developed a project that would be located wwgltiarrent
primary service area, describing 1t as a pro
ensuring continued access t o #WgepaZ26)tAHC statestieat f or
road access will be easier, substitutingjntar t hor oughf ar-lene redidential inar r
streets on which tr af The @pplicad stdtes that its®@l€ampus r e g u |
Arrival Studyconcludedhat 98% of people arrivatthe current Takoma Park campus by private
automobile ordxi, and that this data was consistent with previous studies performed in 2007 and
2011.(DI #27, p.27)

AHC concluded that relocating its proposed replacement hospital will optimize
accessibility and travel time for its likely service area populatiom wit he A popul ati ono
drive timedo being slightly s hodhetTefficcGdoup®aonp ar e d
Franklin Square Drive, Baltimore, MD). (BR7, Exh18)

The applicant also said that public transportation options would be aathastating that
MetroBus, described by the applicant as the regime bus system in the Washington
metropolitan area, does not travel to the hospital campus bsenilcethe White Oak site. That
campus will also be accessible by the Montgomery-Ridéus system.

AHC said that the proposed replacement hospital would be augmented by continuation and
enhancement of services currently offered on its Takoma Park cald@s.notes that the
following services will be offered at its Takoma Park campuseguent to the relocation of
WAH: (1) aFederally Qualified Healthcare Center (FQHC) operated by Community Clini¢, Inc.
with a current visit capacityf just under 4,37Qvill be expandedy the end of 2015 and its
capacity will grow to approximately 1108, (2) aWomendés Center that prov
other services for the community, including low income wonf@han urgent caré fi U Clinig
operating 24/7 initially (operating hours would be reassessed over time, based ontaibage)
establishedin he space currently occupi wehkenthegenadAHG s e
hospitalmovesto White Oak. Ancillary services would remain available to service the UC clinic
and behavioral health facilitf4) existing inpatient psychiatric services wilhmain at Takoma
Park butbecome part of Adventist Behavioral Health, a special hospital dedicated to psychiatric
servicesand (5)Adventist Rehabilitation Hospital would continue its present operations.
(DI#95)

AHC states that analysis of adverse impacust consider the negative impact on the

community ifWAH is not able to build a modern facility in a location with more accessible public
transportation and more space for cl i[ai cal ¢
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Washington Adventist Hogjal continually crippled by an aging infrastructure on a small,
difficult-tooaccess campus does not serve the communi:t

Interested Party and Participating Entity Comments

Holy CrossHospital of Silver Spring

Holy Cross Hospital of Silver Springi HCHO) contests sever al as
relating to adverse impadEirst, HCH commented that the proposed relocation will adversely
i mpact residents of the service area, particul

standingemergency Department (ED) service area, especially those who experience greater socio
economic barriers in accessing care, low income, less mobile individuals and families, many of
whom are uninsur ed. 0 sSoncem that the plopddeelachtisrowolddx pr e s s
unduly burden it and perhaps other hospitals
seek care not at the new WAH location, but at other hospitals that would remain closer to their
residence. HCH stad¢hat its ED already opeties near capacity, and forecasts increased demands

on its already overburdened ED. Third, HCH questdtitHC 6 s commi t ment and f i
to implement the urgent care and other services that AHC has said will be provided in Takoma
Park, and recommenthatAHC be compelled to establish a freestanding medical facility.

HCH: The proposed relocation will adversely impact residents of the WAH
service area, particularly its lorsganding Emergency Department service
area.

HCH statsthat accessfar he popul ati on in WAHGO6s exi sti ng
especially forpatients who use the ED. HCH stwte h a t WAHOGs existing i
accessibleo for residents of WAHO6s eight z
proposed pdial replacement hospital in White Oak. HCH referenite ED data presented in
AHCOGs appl i c avisitvolume Plata7¢pes5r) and algp presented comparative drive
times to the current WAHto its proposed White Oak site, artd HCH (in Exhibit 1). This
information issummarized irthefollowing table.

s
i p

BWhil e HCHOs c¢ ayimpacton it ED wlldpesundriarnized here, they will also be addressed,
as is more applicable, under COMAR 10.24.01.08G(30IOMAR 10.24.10.04A(4), the standard
discussed inhis section, examines the potential impact of a project on the availabititp@essibility to

the population in the primary service area of the applicant.
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Table IV-4: HCH Analysis: Drive Time from Selected Zip Code Areas
to Two Hospitals and the Site Proposed for Hospital Relocation

Medicaid/ Drive
Self-Pay & Drive Time | Timeto Drive Time
Charity as a to White to
Percentage of | ED Visits to WAH Oak HCH
Zip Code City Total ED Visits | WAH (2013) (Minutes) | (Minutes) (Minutes)
Area (as drawn from
HCH records)
20783 Hyattsville 70% 8,523 9 15 13
20912 Takoma 65% 5,630 2 15 10
Park
20782 Hyattsville 55% 3,955 9 18 18
20903 Silver 70% 3,793 11 10 11
Spring
20901 Silver 49% 2,236 8 10 6
Spring
20904 Silver 54% 2,050 17 8 12
Spring
20910 Silver 47% 1,926 11 13 7
Spring
20740 College 45% 1,218 15 14 14
Park
56% 25,376

Source: DI #50, HCH comments, (referencing DI # 27, AHC application, p.55)

HCH comments that the impact of the WAH relocation will fall disproportionately on
lower income and indigent residentsptiints out thatif the MSGA market shiftassumed by
WA H dapplication were applied to the ED visit volumfige of the 31 zip codarea i n WAHO s
current ED total service are&lSAG) would result in no market share for a WAHD in White
Oak andthat thesdive zip codearea are among theightzip codearea with the lowestverage
household incomamongthe 31totalzip codearea i n WAHOGs ED TSA. Furthe
20 of the 31 zip codarea i n WAHOGs TS A hdusehold in@me balawe$b0z000¢e
among those 20, AHC shows a negative average vodinifteof 9%.HCH notes thatof the 11
zip codes with an average household income a6@000, the applicangrojects an average
market shift gain of 4%.

HCH also criticize AHC6s | ack of <c¢clarity regarding w
commence opations, and what hours it would operate. HCH statgelief that the services would
not be available at Takoma Park until almost three years (33 months) after the current WAH closes,
and that AHC has made no commitment to continuous 24/7 operationt Stated that the clinic
wi || Ainitiallyd be open 24/ 7, but that the h

Summarizing its argument, HCH cites the language of Standard .04B(4)(b) and states its
position that AHC has fail ed bepermmttedetdabandonas r e q
large and underserved portion of its current service area, leaving already underserved residents
with less access, and foisting the burden of care for these residents on the other hospitals that
currently serve this population. o
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HCH: Wprépbdsed relocation would unduly burddrC H &3

HCH states that its ED already operates near capacity, and expresses concern that the

approval of WAHG6s move would allow it to fAaba
Medicaid and ninsured patients whigurrenty]s e ek care i n WAHG6s ED, o f
would increase demands on HCH&6s ED, which is

patentsvoul d be those whose needs Awi Ifterreeelviegp r equ
care in the ED. O

If the proposed WAH relocation occurs, HCH projects a market shift that would result in
13,302 additional ED cases at HCH, a 15% increase over itsythae&D case average of 88,000
cases. HCH states than orderto accommodate the resulting total of 100,000 annual vigits
would need to expand ED capacity, dnaltit hasno space to expand beyaitslexisting footprint.

(DI #50)

HCH: AHC6s commit ment and financi al ability
Takoma Parks questionable.

HCHcalst he promi sed devel opment of an wurgent
because AHC has stated that these services are not a formal element of its application. HCH also
questosSAHCOs abil ity to f uymgidgen thdt they are ragecteditoopgesrate e s p
at a loss. HCH statesthat since these plans are not partAoH C &CON application the
Commission will have no ability to require AHG execute them.

HCHstated hat AHCOs ot her grisarietsi engskand tf ifimamnhd
renovate the Takoma Par k c¢ampAHLA@ON applidatone f er r
responding to th¥iability criterion in which AHCstated, in its entirefythat itwill continue to
invest $25 to $40 million of rdine capital annually in the other members of AHC. These capital
investments can be deferred if necessary to ensure that cash is available to fund the equity
contribution. (DI #27, p. 129)

HCHstats t h at willngnéss o pdssibly defer the capitededs of operating AHC
faciltiesd i ndi cates that it mekenewmiovestmerdsvinecontmaniiesr e s
it has abandonéddOHCH not es t haffowrhef iarpgprd dicalng 6sshow t
the Takoma Park campus at a logs cdoinncd AHQ wilt not e in a financial position to
fund the development and continued operation of new facilities and services in Takoma Park that
will drain its already stressed resources. o0

0L
h ¢

MedStaiMontgomeryM edicalCenter

MMMC stateghat the aplication should not be approved because WAH has not mitigated
the adverse impact on the availability of, or access to, health care services needed by the population
in its current primary service area, including access for the indigent or unindusettes thatthe
applicanthas not shown that the facilities it proposes for the Takoma Park campus will be sufficient
to meet these needs, and questions AHCOGs fina
proposed new hospital and costs associat#ld @stablishing and maintaining the proposed
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services on the Takoma Park campus. Citing academic research, MMMC spoke to declines in
hospital utilization related to increasing distance from a hospital, with the inference that the
population in Takoma Pamkould suffer from this relationship.

MMMC suggess that analyzing impact on the service area population should be done at

the census block group | evel rather than at t
large and irregularly shaped show these distinctions and too geographically dispersed to make
meani ngful c¢ompgdrhiagonmsa,to idmrsd cuagtrent | ocati on,
hospital to | arge concentrations of peaple wh
data gleaned at the census block group lamdlshown in the table beldat it saysshows that

the popul ation for whom the current WAH is t

different than areas for which the proposed location isthedos hospi,p.El 6 (DI #5

Table IV-5: Demographic
MMMC Analysis: Comparison of Census Block Groups in 2010 Base Year

Takoma Park White Oak/Fairland
Area Area
Population 156,502 137,357
Projected Population Growth 8 5 years 9,971 (6.4%) 4,672 (3.4%)
Median Household Income as a % of State 84% 112%
Median
Head of Household Without High School 22.9% 12.4%
Diploma
Percent of Households with HHI < 200% FPL 30.0% 19.7%
Percent of Households O 12.2% 7.4%

Source: MMMC comments, DI #52

In its canmentson AHCO6s response to my request for
WAHOGs ED patldleersernedimthepromosed UC cenikMC challengs AHC O s
estimate that all of the patients that rated Level 4 andtbedeme r gency SeBSIrd)t,y |1

and 30% of those who rated Level 3, could be t
€ have higher resource needs t han -rays,vmading,4 or 5
IV fluidso and that, éons ¢é hiseatakkeweliud4gent

i ds
open 24 hours perDid#BOYpdy days per week. o (

City of TakomaPark

CTP states its concer n asubstantialAparvon theaGitypof | c at |
Takoma Park and its residents, inclugleographic access to heatdre for City residents and

access to affordable heathar e by the Citybdés indigent and un
appreciation of the applicantés stated intent
campts, it notes that AHGimakes no firm commitment to complete plans on the existing campus

at Takoma Park, as AHC specifically stateseée (

Park 6is not a for mal el ement mlatedicdncemith&@@ ON app
the projections for WAH at White Oak are not realized, financial pressures could jeopardize
AHCO6s ability to provide and sustain the pron
especially since Takoma Park operations apgepted to lose money.
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In concludingits commentsthe City saidhatit supports the grant of a Certificate of Need
authorizing Washington Adventist Hospital to relocate to White Oak, if the Commission imposes
conditions to mitigate the adverse imaoct the proposal, conditions that would obligate AHC to
provide the promised services in Takoma Park and require AHC to explore the establishment of a
Freestanding Medical Facility in TakorRark. (DI #54, p.32)

Applicantés Response to Comment s

AHC addessedwo broad aspects of its project planningesponding to the comments
of the interested parties and participg entity. First, it defendthe adequacy of thmitigating
actions it plans to take to redupetential adverse impact on the commuyritcurrently serves
Secondly, it seeks to reinforce the sincerity ofcisnmitmentto the mitigation strategy and to
demonstrate itBnancial ability to executéhe strategy (DI#59)

AHC: Mitigation of Adverse Impact

A H C desponse begs with a recitation ofits track recordn providing care to the under
servedand citean HSCRC report showing that WAH had the highest level of Community Benefit
as a percent of total operating expense of an
Interst ed Parties HThd apalicatt ndees vhat. HECREported the three
organi zationso r esteelsasifolows:communi ty benefit

Total Community Benefit as a Percent of Operating Expense, FY 2013
Washington Adventist: 15.3%
Holy Crosg$Silver Spring  12.8%
MedStar Montgomery: 9.8%

(DI #59, p. 15, citing http://www.hscrc.maryland.gov/init_cb.cfm)

AHC also states that its analysis shows that WAH serves a larger indigent population
(based on Medicaid & selpay as identified sources of payment) within the current WAH TSA
than any of the other commenting interested party hospitals, and presented the following data in
support of this statement.

Proportion of Total Patients Reported asdidaid or Self Pay, CY2013

Washington Adventist: 26.9%

Holy Cross/Silver Spring:  18.0%

MedStar Montgomery: 12.1%

Laurel Regional: 23.1%
Overall Average: 20.6%

(DI #59, p.18)

AHC also addresses HCHOs ang that Masl @dving ac 0 mme |
service area with more difficult demographics than the service area to which it was moving,

characterizing claims that it is fAabandoning -
servesé [ as] s t a and sontrany &l theymission and prpograms effdred by
Adventist.o It also states that HCHO6s anal ysi

share in some of the zip code areas with the lowest income metrics highlighted just nine of the 25
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zip codeareas with expected market share reductions. It notes that a more complete analysis shows
that 62.2% of the total reduced discharges were from zip code areas outside of the group with the
lowest incomes. AHC states that it does not expect significamases in market share in the zip

code areas with the highest incomes. It also notes that the overall net impact was an increase of
only 10 discharges in the zip code areas with the highest incorfizis#59, p. 17)

AHC responded to the comments of @igy suggesting the relocation will result in reduced
access for the elderly and indigent by pointing out that its application demonstrates that 100% of
WAHOGs | i kely service area population wil.l be
acknowedges that relocation of the hospital will result in less convenience for some, and more
convenience for others, but pointed out that
t hat daccessod for the pop uwlicadreasoml remain walliwithins e x i
the 30 minutes referenced in the Geographic
AcuteCareSer vi ces chapter (COMAR 10.24.10).0

In response to my July 10, 2015 request for additional information, AHC astinthe

proportion of WAHO6s ED patients who could r
stratifying WAHO6s 2014 ED visitors wusing an
displayed in the following table.
Table IV-6: Severity of WAH ED Patients, 2014
ESI Level | Description | # of ED Patients
1 Resuscitation 360
2 Emergent 4,100
3 Urgent 28,795
4 Less Urgent 11,529
5 Non-urgent 310
Unlisted 2,824
Total 47,918
Source: DI #03 p26
AHC estimates that 45% of the visits to its ED Idolbe served in an urgent care setting,
based on an assumption that all category 4 and 5 patients, and 30% of category 3 patients, could
be appropriately treated at the proposed urgent care center.
AHC: Commitment and Financial Ability to Execute Its Ndtion Strategy
AHC states that it is committed to meeting the needs of the local community, citing the
proposed Urgent Care Clinic and stating that it has committed to participate in the process of
YIn response to HCH comments, AHC undertookaaalysis(similar to that conducted by HCHat
considered: (i) median household income; (i) median earnings per worker;ipmc@me per capita
published in the Ued Ani2ecansCoramuiity Suevey.u AHE théniranked the 43
zip code areas identified in WAHO6s current MSGA
and selected those zip codeaméhat had at least two out of the three metrics within the bottom 25th
percentile (ALowest I ncome Metricsop)o#0PpWp 75t h

17)
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evaluating the need f or aarefufyM¥raluaternthe Teasiilityroh P ar |
expanding its Takoma Park urgent care service

Speaking to comments that its commitments are unenforceable promises that might not be
available for the first three years after relocatibthehospital, AHC poing out that it already has
established a Federally Qualified Healthcare
Inc. onits Takoma Park campus and thiais FQHC will be doubling its clinical space in the near
future.AHC corfirmed the timeline in its May 29, 2015 response to my April 29, 2015 request for
additional information, stating:

The urgent care services on the Takoma Park campus will be available immediately
following the relocation of the acute hospital servicethtoWhite Oak campus.
There may be a short transitional period of complete renovation of the urgent care
space, but AHC will provide urgent care services immediately upon the relocation
of the Hospital, including during any renovation needed to compl#étieuild-out

of the space. (D#85 p.4)

AHC provided the budget estimate for the Takoma Park campus reconfiguration in its May
29 response, shown in the following table. | note that the source of funds was identified by AHC
as borrowing. (DI #850.2)

Table IV-7: Estimated Cost for Reconfiguration
of the WAH Takoma Park Campus

Space to be Cost Estimate
Total Budgeted Costs Renovated (SF)

Renovate Behavioral Health Unit 15,900 | $ 5,119,000
ED into an Urgent Care Center 7,000 | $ 3,250,000
Women's Center Clinic 3,000 | $ 1,381,000
Public Corridors 12,000 | $ 2,110,000
Other Requirements $ 3,940,000
Takoma Park Facility Upgrades $ 2,300,000
Financing Costs $ 369,278

Total 37,900 | $ 18,469,278

Source: DI #85, p.2

Responding to concerns expressediiy Cityof Takoma Park with re
ability to provide and sustain the promised improvements and services in Takoma Parkllgspecia
in light of the projections that Takoma Park operations will not generate positive indétGe,
notesthe financial projectiong provided as part of its modified applicatioD| &27, citing Exh.
30, pp.2-6). The positive nmargin generated by the cdsmed White Oak and Takoma Park
operationgs identified by AHC aghe source ofinancialsupport for the commitment to Takoma
Park. Themost recent schedule of revenue and expense projections submitted by AHC, submitted
on October 21, 2015, continuessttow Takoma Park operations generating a loss. AHC projects
that, combined, the two campuses will generate income of $1.9 million in 2023, in current dollars,
or $1.5 million, when inflation assumptions are incorporated.
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Reviewerds Aneaslysis and Finding

Concerning drive timeplease referendbe discussion under ti&eographic Accessibility
standard earlier in this section.

At questioni n t he project review standard regarc
proposed plan to relocate Washington AdistnHospital will or will n o tinapgropriately
diminish, for the population in the primary service area, the availability or accessibility to care,
including access for the indigent and/ or unin

| have reviewed the ample supply of information andhments on this question that
appears in the application, the comments filed by the interested parties and the participating entity,
and the applicantds responses to those commen:
of diminishment of avadbility and access to ED services at a more granular level, the census
block-group, consistent with a comment filed by MMMC. Before describing that analysis and my
findings, however, | will address the specific points raised in the submissions of tivarstpghd
other parties.

Physical Access

Adventist presented data purporting to show that overall aggregate travel time for residents

in WAHOGs current service area will actually be
sectors will see moreonvenient access and others will have less convenient access. AHC cited its

support for operation of an FQHC, a Womenots C
after the gener al hospital 6s r el ocaajtnegative as i n

i mpact on access that woul d be «dtedeEmdrgerty by tF
SeverityIndexevel data and stated that 45% of the pat
be treated in an urgent care center setting. Desmsgsiement on this point by MMMC, my

review of the literature on this subject suggests that the proportion of ED visits to the typical
hospital that can be adequately managed in an urgent care setting is substantial.

CTP, MMMC, and HCH all commented tHatver income households, the uninsured, and
those lacking a motor vehicle for personal transportation are most vulnerable to experiencing a
negative i mpact as a result of the proposed p
and economicanddemgr aphi ¢ data for the eight zip cod:
data showed that:

1 Threeof theeightzip codearea arecloser tothe White Oaksite than to the current
WAH campus in Takoma Park;

1 Two of the remaining five zip code areas are just twoutes farther away from the
White Oak site than they are from the current WAH campus in Takoma Park (but both

18 Emergency Severity Index, Version 4: Implementation Handb&blRQ, Agencyfor Healthcare
Research and Qualitigmergency Severity Index (ESI): A Triage Tool for Emergency Departate¢R0),
Agency for Healthcare Research and Quality.
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of these zip code areas are already closer to HCH than they are to the current WAH
campus in Takoma Park, two minutes closer in one case anohiioutes in the other);

1 The three remaining zip code areas would see their driving time to WAH increase by
six, nine, and 13 minutes if WAH relocates to White Oak. All three will be closer to
HCH than to the current WAH if the hospital is relocateckin@iHCH the closest ED
alternative for these areas, which are all now closer to the WAH ED in Takoma Park;
and

1 None of these zip code areas would be more than an 18 minutes away from HCH or a
WAH ED at White Oak.

Financial Access

AHC maintains thattihas mitigated access difficulties for those residents who might
ot herwise have issues with financi al or geogil
operation of a special hospital and outpatient service campus at the Takoma Park site after
relocaton of WAH to White Oak. Specifically, AHC notes that the remaining Takoma Park
campus wi || include an expanded FQHC, a women
obstetric and gynecological services, and a 24/7 urgent care center.

Inmyview, HC6s stated intentions are credible ¢
to serving the disadvantaged and indigent population. It has consistently reported high levels of
community benefit and charity care. AHC disputed statements by HCH and MMM et
leaving a poorer area for one that was better off, providing economic data for its proposed service
area that showed only very marginal improvement in the economic and demographic profile of the
WAH patient population posgiroject.Contrary to thepinions expressed by some commenters, |
find that this marginal improvement in the economic seling of the service area population that
can be logically assumed for the replacement WAH at White Oak is incidental to the project rather
than a strategichjective of the project. The evidence does not indicate that eliminating the level
of disadvantage being created through this proposed hospital relocation is so great that MHCC
should force AHC to undertake a modernization of WAH on its existing siterce ft to find a
site for relocation of WAH that will not change access to its hospital facilities in any material way.
| find that the impacts are simply not that great and that AHC has committed to responsible actions
that will ameliorate those impacts

Census BlockGroup Analysis

| considered the likely impact of this project on that segment of the Takoma Park
popul ation who might be most negatively affec
receptive to the suggestion that analysia aip code area level might obscure this impact given
the size and diversity of zip code area populations. Thus, my analysis looked at census block
groups (ACBGso0o) that were the most dependent
dependent forED servidé bksta CBi@ the top twentyof CBGshby volumeof ED
visits to WAH or a CBGsending> 50% ofits total EDvisits to WAH. | looked at 52 CBGs with
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an aggregate estimated population (2015) of 91,54%key findings® follow:

1 In every case, thclosest hospital to the CBG had the largest market share of ED visits
originating in that CBG;

1 All but three CBGsent at least 50% of their ED visits to WAH;
1 58.5% (16,204) of the visits went to WAH;
1 23.6% (6645) of the visits went to HCH;

1 The 52CBGs that were most dependent on WAH for emergency services generated
more than a third of WAHOs total ED visit

1 25 of these CBGhad a median household income that was below 85% of the 2013
Maryland median household income;

1 All52 CBGswere a $orter drive time to the existing WAH than to Holy Cross (HCH).
All will be closer to HCH than to WAH if WAH moves to White Oak;

1 None of these CBGs will be more than 15 minutes from an emergency rawotmost
will be much closer than 15 minutes, if f@posed project is implemented,;

1 18 of these CBGs (34.5% of the population) will be no further than seven minutes from
an emergency room if the project is implemented;

1 29 of these CBGE6.5% of the population) will be between 7 and 12 minutes from an
emergency room if the project is implemented; and

1 The remaining five CBGEwith 9% of the total populatigrwill be between 12 and 15
minutes from an emergency room if the project is implemented.

Based onmy travel time analysis, | conclude t bsadt mowWAVM & pr op
inappropriately diminish the accessibility of the population that may traditionally be the heaviest
users of WAHOs Emergency Department. While th

experience in traveling to a WAH ED at Whidak rather than to the existing WAH ED in Takoma
Park is about 10 minutes in most cases, their travel times to an emergendy HotyrCross in
most cases is less than or equal to h2inutes for 91% of tis populatiorz°

19 See Appendix for a compilation table of theferencedlata
20 See my discussion of the imgt of the proposed project on HCH and othesviders, at COMAR
10.24.01.08(3){f infra, p.159.
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| am also persuaded that the posed 24/7 urgent care center operated by AHC at the
existing WAH site will be a viable option for a substantial proportion of the care dispensed by the
WAH ED without any change in travel time. AHC
levels revaled that 11,839 of its ED patients were ESI level 4 or 5, acuity levels that no party
disputes can be served (arguably, more appropriately served, in many cases) in an urgent care
center (AUCCO). This represent s as2eeddedGivet he pa:
that the UCC would not be a brand new provider of service but would be operated by both a
provider, AHC, and at the same location (the current ED at WAH) to which the community is
accustomed as a source of urgent and emergent calieyelibat it stands a good chance of being
well-utilized. 1 do not conclude that it is appropriate to require AHC to commit to a more
expensive form of urgent and emergent care delivery, the freestanding medical facility model, at
this time.

As a resulof my analysis, | find that the travel time to hospital ED care is not appreciably
or inappropriately compromised by this project and that the proposed UCC is likely to be able to
serve at least 25 percent of the demand that would otherwise be hantiedvisgaH ED if that
facility remained in place. | find that the expanded FQHC on the Takoma Park campus will also
play an important role in insuring and enhancing access to primary medical care for the indigent
population of the area.

For these reasonkfind that the project is consistent with this standard. However, since
AHCOGs r epr es e nits @mnmitmensto thiekWCE ard suchagn important part of that
finding, | am recommending that the Commission attach a condition related to this ctantdar
approvethis project. That recommended condition is:

Adventist Health Care must open an urgent care center on its Takoma Park campus
coinciding with its closure of general hospital operations on that campes. Th
urgent care center must be openrgway of the year, and be open 24 hours a day.
Adventist Health Care may not eliminate thigent care center reducets hours

of operationwithoutthe approval of the Maryland Health Care Commission.

My analysis of access issues at teasus blocigrouplevelled me to find that HCH will
become a more attractive alternative to a WAH ED in White Oak, in terms of travel time, for many
residents of the Takoma Park area. Tédses open the question of the imghcg project is likely
to have on demanidr ED services at BH, aconcernthat HCH has strenuously advanced in its
filings. Thissection of my Recommended Decisimidresses the impatiat aproposed project
mayhave on thavailability of or accessibility to servicd®y the patient populatiann t he f aci |
primary service area, if facilities aséiminated, downsizd, or otherwise modiéd. It does not
speak to the adverse impact a project may have on other providelisaddress that question
later in this Recommended DecisiomderCOMAR 10.24.01.08@@mpact on Existing Providers
and the Health Care Delivery Systém

2L AHC reported that 2,824 WA HMs7 , 918 ED patients wernmyApiilea, |l i st e d
2015questions(DI #85
22nfra, p150
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(5) CostEffectiveness
A proposed hospital capital project should represent the most cost effective approach to meeting
the needs that the project seeks to address.

(a) To demonstrate cost effectiveness,agplicant shall identify each primary objective
of its proposed project and shall identibt leasttwo alternative approaches that it
considered for achieving these primary objectives. For each approach, thpitabs
must:
) To the extent possible, quantify the level of effectiveness of each
alternative in achieving each primary objective;
(i) Detail the capital and operational cost estimates and projections
developed by the hospital for each alternative; and
(i)  Explain the basis for choosing the proposed project and rejecting
alternative approaches to achieving

(b) An applicant proposing a project involving limited objectives, including, but not
limited to, the introduction of anew single service, the expansion of capacity for a
single service, or a project limited to renovation of an existing facility for purposes
of modernization, may address the cadtectiveness of the project without
undertaking the analysis outlined in (adbove, by demonstrating that there is only
one practical approach to achieving the p

(c) An applicant proposing establishment of a new hospital or relocation of an existing
hospital to a new site that is not within a Priority Fundingrea as defined under
Title 5, Subtitle 7B of the State Finance and Procurement Article of the Annotated
Code of Maryland shall demonstrate:

(1 That it has considered, at a minimum, the two alternative project sites
located within a Priority Funding Areathat provide the most optimal
geographic accessibility to the population in its likely service area, as
defined in Project Review Standard (1);

(i) That it has quantified, to the extent possible, the level of effectiveness, in
terms of achieving primaryproject objectives, of implementing the
proposed project at each alternative project site and at the proposed
project site;

(i)  That it has detailed the capital and operational costs associated with
implementing the project at each alternative projesite and at the
proposed project site, with a full accounting of the cost associated with
transportation system and other public utility infrastructure costs; and

(iv)  That the proposed project site is superior, in terms of esfé¢ctiveness,
to the altenative project sites located within a Priority Funding Area.
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Applicantdés Response

AHC: Process for Considering Project Alternatives

The applicant statethat its Board of Trustees developed 19 objectives within seven
domains by which it would evadite the options for the future of Washington Adventist Hospital.
The domains were:(1) financial considerations(2) facility size, scope, and descriptio(B)
regulatory implications(4) clinical capacity and the patient/provider experier{ég commurity
implications (6) impacts on AHCand(7) adaptability to market changes.

The applicant states that iéxecutive team was directétly AHC O s 8B @wluatke
options that included staying on the Takoma Park campus as well as relocating to WhiiteaDak
site within the hospital ds existing primary s

AHC: OptionsConsidered

Adventist developed four options that would allow it to continue providing services to its
patient population, which were:

1. A limited capital project on the esting Takoma Park campus maintaining the
current buildings;

2. Replacement hospital on the existing Takoma Park campus;

3. Relocation of all existing acute care hospital services, including behavioral health,
to a new facility and campus in White Oak.

4, Relocation of all existing acute care hospital services to the new facility in White
Oak except for behavioral health, which would stay in Takoma Park as a specialty
hospital service.

These options are descri bed toedfprojectcast ong w
and projected operating margin at year five of project implementation for each option.
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Table IV-8: AHCOGs Overview of
Modernization of Washington Adventist Hospital

Project

Options

Options

Project
Cost

Projected

Operating

Margin, at
Year 5

Option 1: Limited capital project that would renovate the existing facilities on the Takoma
Park campus

Description: None provided beyond the above

Not
provided

N/A

Option 2: Replacement hospital on the existing Takoma Park campus

Description: A three-phased construction project to build a new facility at the current site with
an estimated timeline to completion of 7 years.

Phase 1 - Develop a new bed tower, garage and central plant on an existing parking lot
on the south end of the existing hospital. Construction would take 24 months. Upon
completion, the following would be relocated from the oldest section of the hospital to
the tower: cardiac care and heart center; labor and delivery; diagnostics; laboratory,
pharmacy, and respiratory services; same day surgical services; and lobby. There
would be a 4-month transition period for survey, relocation and demolition of the
vacated portion to make room for Phase 2.

Phase 2 - Expected 24 months construction, resulting in new: medical surgical unit;
critical care unit; maternity unit; surgical suite; G.I. endoscopy suite; emergency
department; admitting and radiology areas; cafeteria; and parking structure. The last
partof Phase2woul d r el ocat e [framthe MOB ahthesnérth entl 6f the €
site into current hospital space. Upon completion of Phase 2, hospital services would be
activated over a 5 month period that would include survey, relocation, and demolition of
the existing 19806s West cBomoflPthselBg t o pr e
Phase 3 1 Expected 18-month period involving demolition, renovation, and construction,
resulting in: a new medical surgical unit; shell space for future bed capacity; new
behavioral health unit and renovation of existing unit; additional surgical space to
connect to the surgical space created in phase 2; new radiology space and a central
warehouse.

$351.2M

($4.6 M)

Option 3: Relocation of all existing acute care hospital services, including behavioral
health, to a new facility and campus in White Oak

Description: Construct a new 210-bed hospital (all private rooms) for all acute care services in
White Oak, including 40 inpatient psychiatric beds. A 750-car surface parking lot.
In this option the 40 behavioral health beds would move to White Oak and be
operated as acute hospital beds instead of staying in Takoma Park, licensed and
operated as special hospital beds under Adventist Behavioral Health (as they
would be under Option 4).

$353.2M

$49M

Option 4: Relocation of all existing acute care hospital services to the new facility in
White Oak except for behavioral health, which would stay in Takoma Park as a
specialty hospital service and be operated by Adventist Behavioral Health.

Description: With an estimated timeline to completion of 62 months, construct a new 170-bed
acute care hospital in White Oak, with the existing 40 inpatient psychiatric beds to
remain in renovated space in Takoma Park and be operated under the auspices of
Adventist Behavioral Health as special hospital-psychiatric beds. Other services at
the Takoma Park campus include: a Federally Qualified Health Center (FQHC)
operated by Community Clinic, Inc.;t he Womendés Center,
other services for the community, including low-income women; walk-in primary
care clinic; imaging and other ancillary services to support the clinical care
provided on the campus. 55,000 square feet of space will be leased to Washington
Adventist University.

P

$330.8M
at White
Oak and
$5.2M at
Takoma
Park
(behaviora
| health)

Total:
$336M

$5.0 M

Source: DI #27, pp 32-38.
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AHC: Evaluation

The applicant reports thatevaluated the alternatives against the selection critehiach
it cdanhalng) and arrived at a decision to construct a new hospital for all acupatdios
services other than acute psychiatric and medical rehabilitation, renovating the existing Takoma
Park facility, maintaining acute psychiatric and medical rehabilitation at their present locagions
detailed inOption 4.

AHC states that it rejeetl Option 1ibecause it failed to mat
infrastructure challenges or access issues. It maintained the statusctuding the current,
outdated buildings, providing no opportunity to enhance facilities and services for the copnmunit
and did not ensure the | ong term#7upg38)mTee of Wa
applicant statethat the orcampus alternativem Option 2would encumber AHC with significant
debt without addressing the access challetigaspatients ad staff face such asegotiating
narrow residential streets and limited public transportation optids$C states thaOption 2
would also have to be implemented in the midst of ongoing hospital operations, presenting a series
of major disruptions over arolonged period, presenting a host of unfavorable impacts and
challenges during the construction and renovation peritbdstesthat Option 2 does not earn a
positive financial margin within five years, would not ensure the long term future of \&#H
would negatively impact the entire AHC organization. #27¥,Exh.27)

Options 3 and 4 differ only in that Option 4 would not relocateirtpatient psychiatric
beds to White Oak, thus saving an additional capital investment of about $&8sh is$23M
less the $5.2M that would be spent at Takoma Park to renovate the behavioral health unit. In
addition, AHC concluded that under Option #he projected combined operating margin
comprised of positive results in White Oak and operating losses in TdRarka is marginally
better. AHC also rated the impact of Option 3 on the community to be less promising than Option
4, sinceOption 4 would leave a more robust group of seniitcdsakoma Parkand a greater level
of healthcare activiies and revenueslhe applicant concluded th@tption 4 provides the best
alternative for ensuring the long term future of Washington Adventist Hospital and is the most cost
effective because itrequires the lowest amount of capital expenditure among the three options
thatfully modernize the hospital physical plaahd generates the greatest revemhen factoring
both the gain projected for White Oak and the lopsegcted for the reconfigurethkoma Park
campus.

AHC: Site Selection

The applicant reports thatabttained real estate consulting assistance to identify possible
relocation sites and ultimately evaluated five locations within a sewenradius of the existing
Takoma Park campussdetable below), scoring each against twelve criteria: access to the
camps/location available acreageavailability for purchasezoning existing transportatign
feasibility, locationwithin existing primary service argbcationwithin MontgomeryCounty;
area comparabilityease of developmematural setting for healingnvironmentand access to
science and technologyganizations. All but onef the sites were located in Silver Spring, with
only one located withiamile of the existing facility.
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AHC states that Site 5, the sites@lectedscored well above the athfourlocationsand
is the only property thaiermittedcomplete site control through purchase and full ownership. (DI
#27, p.37) The site called the White Oak campus aledated at 12100 Plum Orchard Driwve
Silver Spring (Montgomery County)s staed by AHC to havanet the majority of selection
criteria and allowed for complete site control through purchase and full own&rship.

TablelV-9: AHC6s Summary of Scoring for Site Opti
Relocation of Washington Adventist Hospital

Site Location Score
1 University Blvd., at Carroll Ave., Silver Spring, MD 4.8/10
2 College Park, MD 3.6/10
3 White Oak along New Hampshire Ave., Silver Spring, MD 5.6/10
4 25 acre site off Industrial Blvd. and Route 29, Silver Spring, MD 6.3/10
5 Plum Orchard, Silver Spring, MD 9.3/10

Source: DI #27, Exh. 31.

In response to Commission staffjuestions during completeness review, Adventist
explained its plan to allow a third party to construct and operate the Central Utility Plant (CUP)
that would servicehte new campus. AHC said thhis approach would save an estimated-$18
million of capital expenditure and would also increase energy efficiency and reliabilit#34DI
pp.2-10)

Paragraph(c) of this standardequires hospital relocation sites to Wwehin a Priority
FundingArea, designatedlipeS at e as an acceptable site for d
plans. AHC notes thatite White Oak site is located in a Priority Funding Area#Pi, p.38)

Interested Party and Participating Entity Goaents

MedStar Montgomery Medical Center

In its commentsMMMC agrees that WAH needsto build a replacement facility, but

assegthatt anot her hospital is not need®@dveniistdidt he Wh
not adequately explore an altative that meets the needs of Takoma PEIMMC stateghat the
Commission should requitbe applicant o Afconduct a meaningf ul anal

Takoma Par k abelievaesthat thiel MpplZant should have considered a tower
constructioroption among its alternatives. Although MMMC acknowleslidpe limitations of the
hospi t alpbysicaepkant, & hokethag such a solution had proven to be a viable option for
other hospitaf and that such an alternative would be more compatifile the needs of the
community.lt also statethat AHC failed to identify all possible relocation options within the City

of Takoma Parknoting that in the past the City has supported retaining the hospital and was
amenable to working with AHC to findsolution, suggesting that both the State and the County
could exercise eminent domain to assemble a new site for AHC, with AHC funding the required
acquisitions. (DE52, pp.2324)

2 See Appendix5fod et ai | s of AHCO6s scoring.

24MMMC noted that The Johns Hopkins Hospital, Saint Agnes Hospital, Mercy Medical Center, Frederick
Memorial Hospital, Franklin Square Hospjtahd Holy Cross Hospital all built replacement towers onsite
Ai n an ef ftheircommurity canmiitroenés.0 (DI #52, p.1)
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MMMC also statesthat the applicantfailed to provide the costs assocateith the
renovation of the Takoma Park campus in Option 4, thereby understating its actual capital expense;
and did not include the timeline for completitige Takoma Park campaspect of that option.
(DI#52, p.9)

Lastly, MMMC criticizesthe applicadi s pl an t o have a third par
thecentralutility plant( i C Udnatd enter into an energy services agreement rather than building
and controlling theitility plantitself, alleging that it made no sense from an economic perspective
may not be appropriate from an accounting perspective, and could affect the opinions of rating
agencies if lenders were to require that the CUP be capitalize#d52)p.10)

Applicantés Response to Comment s

In its response td M M C &cemments Advenist states thamodernizing on sitevould
not solve

the physical challenges that WAH faces on its current gi®blems with access,

a constrained site, limited parking, insufficient MOB on campus and a surrounding
residential area would not and camot be solved under any on site modernization
program. Modernization simply would not allow the Hospital to achieve its stated
objectives for providing the best possible patient care.

(DI #59, p. 9

AHC alsonotesthat the Commission would need to taki® account what the effect would

be on the regionds health care del i Mtooils sys
out that there are numerous examples where
outmoded facility, including Pper Chesapeake, Western Maryland, Meritus and the Anne
Arundel Medi cal Centerds relocation owtesof a |
on to state that each of these moves upgraded the quality and level of patient care and ultimately
resued in a new equilibrium distribution of pat
obvious public benefit and a strengthened regional health care delivery gystem.

t e
t h

The applicanbddressgthe criticism that it had failed to provide the time and budget
for implementation of thargent careenter pointing out thain its response to mépril 29, 2015
request for information (D#81), it stated that thargent careenter will be available immediately
following the relocation of the acutare services to White Oak, sayithgtit her e may be a
transitional period of complete renovation of the urgent care space, but AHC will provide urgent
care services immediately upon the relocation of the hospital, including during any renovation
needed to complete fullbuld ut o f t h enotespghatdpeovided aAcbingplete budget of
approximately $18.5M for the Takonkark renovationwith the fundsbeingborrowed. (DI#85

pp.2-4)

Regarding the construction of the CUP by a third partyelbper, AHC responded to
MMMC 6 s ¢ o maim&inihgshat Energy Service Agreements (ESAS) or Provider Purchasing
Agreement s a r[leindiusad by hespitals ang btlyer organizations to provide an
improved level of energy service andtoavéicet si gni fi cant capital cos
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the utilities purchased being reflected as operating costs. Adventist pointed out that Upper
Chesapeake Medical Center entered into an ESA with Clark Construction in 2014.

Inits response o MM M @idus of the appropriatenessitd handlingCUPtransaction
and the potential reaction of lenders and rating agen&le€ citesaccounting principles thait
statesshow hat an ESA does not have to be ecdtassi fie
properly under both current and potentially prospective accounting standards and need not be
included i n #%pld) rati os. o (DI

Reviewerdéds Analysis and Findings

| will first addresghe final point made by MMMC regardilgHC 6 s d e cfersntoon t o
an energy service agreemenith a third party provider of utility services, | disagree with
MMMCG6s assertion that this c parspectwe.ram&mBcserned o s er
that AHC was unable to provide all of the information retpeesn the longer term operating cost
of this option when compared with the conventional build, owncgettate alternative-However,

I recognize the desirabi | i-fitontsavinfgsoban estinthed®l?2 per s
to $16 million in captal expense. Therefore, at this time, | find that this alternative can make
Afeconomic sense, 0 especially if out sourcing |

providing utilities might be expected to also increase energy efficiency and rljadsl AHC
maintains. (D#34,pp. 2-10).

Next | will address the central purpose of teiandard which requiresan applicant to
specify the primary objectives & proposed project and evaluate at least two alternative
approaches for achieving the atijees.

Identification of Objectives

Since the proposed project involves the relocation of a facility, which will provide more
than a single servic®aragrapt{a) of this standard applielsut (b) does not. The proposed site
for this project is withm a Priority Funding Area.

In its evaluation Adventist compared each option to a set of seategorie®f objectives
thatwould need to be satisfigd identify what it viewed as theptimal option that would meet
both the needs of AHC anlkde needsfdts service area population. The sewdjectiveshatwere
identified by the applicant akesirable would result in an option that

(1) Ensures positive financial feasibility and viability;

(2) Improves facility infrastructure, access and operability;

(3) Has an ability to improve or achieve regulatory compliance;

(4) Has an ability to improve the clinical experience (in andpatient) capacity;
(5) Has positive community implications;

(6) Has minimal impact on operatioremnd

(7) Provides potentialo expand services.

| view these as the primary objectivitat Adventistidentified and find that the applicant
has evaluated at least two alternative approaches for achieving these objectives.
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Evaluation of Alternatives

Given that this is a proposa telocate a hospital with an aging physical plant from its
current site to a new site, the primary cost effectiveness question is whether it is more cost effective
to relocate the hospital or to modernize the hospital at its current site.

As notedabove it appears that AHC summarily dismissed the first option, consisting of a
limited capital projecbecausgas it stated, that option

failed to materially address facility infrastructure challenges or access,issues
maintained the status quof] outdated buildings, providing no opportunity to
enhance facilities and services for the community, and did not ensure the long term
future of Washington Adventist Hospita[DI #27, p.33)

| cannotfind fault withAHC &6 s concl usi on .rTdigeptioddoasgpt i t s O
appear to be a true alternative with respect to the requiremeantqgtlicant consider alternative
approaches to meeting the primary objectivkethe project It is not a vehicle for meeting those
objectives because of the lintians of space and outdated building systems that are impossible
or impractical to resolve with renovation.

AHCOs Opti on 2onsite leplacdmenisratroel aleenative in the sense
contemplated by this standatdam sympathetic to the appla nt 6 s bel i ef t hat t
encumber Adventist with significant debt financing, present considerable ongoing disruption to
operations, and still not address the challenges ARl states the hospital site and location
presenf access via narronesidential streets, limited public transportation options, a small site
making onsite replacement difficult and tirnsuming and limiting opportunities for related
development, such as medical office buildings. This option is estimated to cost rnordaeh
relocation option and is projectéalperform less favorably. findt hat AHCG6s concl us
respect to the inferiority of this approach over the long term and the negative impact implications
for the overall AHC system are wdthunded. (DW#27,Exh.27) | believethatAHC 6 s r ej ect i
of this option is reasonable

With respect to this option of esite replacement andplacement site options, | vieve
positions expresed by the City of Takoma Paak important. CTP stateghat iti a @ts that to
fully realize the goal of a more modern hospital and of higher quality acute care services, AHC
must consider |l ocati ons thaQCitgexpdessedats coricerrkabouta Par
access for some city residents. ¢34, p.) Iddna f i nd MMMCO6Ss suggestio
shouldpartner with CTP to replace WAH within the city to be persuasive. Use of eminent domain
by the State and the County to assemble a new site for WA¥B@Dp.24) is likely to be divisive,
litigious, and expesive, and could take years to resolve with an uncertain outcome.

This leads me te@oncludethat offsite replacement is the unavoidable preferred choice.
The chosen sitevhichwas acquired by AH@ number ofjears agpfits AHC6 s cr i teri a, v
find to bereasonable.

Adventist described two options for using the White Oak site, with the only difference
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being the relocation of the acute inpatient psychisgds The chosen option of leaving this unit

in Takoma Park eliminates the expense of reptaiti estimated to be approximately $17 million

and offers modestly better projected operating results. AHC also argues Oatian 4provides

more of ananchor for the reconfigured Takoma Park campus. While | believe that there are
practical operavnal advantages and less financial risk to providing acute psychiatric inpatient care
as part of the general hospital campus, | recognize the challenges that AHC has had to face in
containing the ugront cost of this project.

AHC has provided a detaill description of how it will coordinate and manage the
operation otthe acute psychiatric services a campushat is separatffom its general hospital
and emergency department facilitiegich | find to be reasonable. While | am willing to accept
tha this change can be implemented in a way that assures reasonable accessli¢adtioat the
provision of acute psychiatric care in this new configuration needs to be monitored during the first
few years of operation of the separate general and spespital campuses to determine if the
configuration is working, with respect to quality delivery of patient care, access to care, and
financial feasibility. It may be preferable to relocataite psychiatriservices to White Oak at
some future date andf so, the expense involved in adding space for this program may be
reasonable and feasible at that timiind that theapplicant has met this standaievertheless|,
recommendhatthe following condition be placed on any approval of this project:

In the fourth year of operation of a replacement Washington Adventist Hospital,
AHC shall provide a report to the Maryland Health Care Commission on the
operation of the specialty hospital for psychiatric services in Takoma Park. This
report must review patient intake and transport issues, coordination of care for
psychiatric patients between the White Oak and Takoma Park campuses, and the
specific financial performance of the special hospital, exclusive of the operation of
Adventist Behavioral Health antfellness overall.

(6) Burden of Proof Regarding Need

A hospital project shall be approved only if there is demonstrable need. The burden of
demonstrating need for a service not covered by Regulation .05 of this Chapter or by another
chapter of the State Hath Plan, including a service for which need is not separately projected,
rests with the applicant.

Applicantdéds Response

Under this standard, AHC referred to other parts of its CON application in which it
addressed the need for beds, emergency depdrtreatment capacity and space, and operating
rooms.

Interested Party and Participating Entity Comments

While not specifically referencing this standard, MedStar Montgomery Medical Center and
the City of Takoma Park made comments with reference to thed Neriterion, COMAR
10.24.01.08G(3) (3

%See summargfthosec o mment s, the applicantds resgOMARe, and
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Reviewerds Analysis

| find that AHC has successfully demonstrated the need for this project, including the need
for a comprehensive modernization of the WAH physical facilities and the need for the services
andcapacities proposed by AHC. | have concluded that this level of needed modernization is most
costef fectively achieved through relocation and
needs to be reasonable, reflecting thoughtful analysis of thky lthanges in service area and
market share associated with the proposed hospital relocation, and consistent with current trends
in hospital use and the changing environment of hospital service delivery and payment for hospital
services.

My findings withr e spect t o AHCOs demonstration of n
my review of the applicable review standards of the State Health Plan. These include: COMAR
10.24.10.04B(2%° Identification of Bed Need and Addition of Beds; COMAR 10.24.10.048(5),
CostEffectiveness; COMAR 10.24.10.04B(14)Emergency Department Treatment Capacity
and Space; COMAR 10.24.10.04B(#8),Emergency Department Expansion; COMAR
10.24.10.04B(16Y° Shell Space; COMAR 10.24.11B(® General Surgical Services; COMAR
10.24.12.@(1) 22 Obstetric Servicesand COMAR 10.24.07(AP1&Psychiatric Services. have
also addressed need issues in this project review in my evaluatiemexal criteria at COMAR
10.24.01.08G(3p)** and (c)*®

(7) Construction Cost of Hospital Spa&e

The proposed cost of a hospital construction project shall be reasonable and consistent with
current industry cost experience in Maryland. The projected cost per square foot of a hospital
construction project or renovation project shall be comparedthe benchmark cost of good
guality Class A hospital construction given in the Marshall Valuation Service® guide, updated
using Marshall Valuation Service® update multipliers, and adjusted as shown in the Marshall
Valuation Service® guide as necessary fatesterrain, number of building levels, geographic
locality, and other listed factors. If the projected cost per square foot exceeds the Marshall
Valuation Service® benchmark cost, any rate increase proposed by the hospital related to the
capital cost ofthe project shall not include the amount of the projected construction cost that
exceeds the Marshall Valuation Service® benchmark and those portions of the contingency
allowance, inflation allowance, and capitalized construction interest expenditure #natbased

on the excess construction cost.

Applicantdéds Response

10.24.01.08G(3)(byupra p.117.
26 See discussiorsuprg at p.23.
27 See discussiosupra at p43.
28See discussiomfra, at p.74
2See discussiomfra, at p.79.
30See discussiomfra, at p.82.
31 See discussiomnfra, at p.103
32 See discussiomfra, at p.88
33 See discussiomfra, at p111
34Seediscussioninfra, at p130.
% See discussiomfra, at p159
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AHC statsthatitsMar shall Valuation Service (AMVSO0)
Washington Adventist Hospital shows that the costs are reasonable and consistent with current
industry costs experienced within the State of Maryldhturther statethat only costs applicable
to the MVS definitions of construction cost for a standard acute care general hospital were included
in this comparison. Thus, for MVS comparison purppgesiect costs were adjusted to exclude
costs not included in the MVS definitions of construction costs such as the cost of seeking and
obtaining county approval, site development costs, the cost of hillside construction, the offsite cost
of connecting to utities including connection fees, and interest payments on debt during
construction that will be used for equipment and other capital costs that will not be included in the
contract taconstructthe hospital building. In addition, AHC adjusted the projeststo exclude
extraordinary costs thétconsidered not to be comparable to the MVS standarididing the cost
of canopies, the cost of redundant electric and water lines, and the cost of additional elevators to
central sterile supply and the kitchérhese adjustments are detailed in Exhibit 33Adi C 6 s
September 2014 replacement application. Accordirtge@pplicantthe adjusted project cost is
$371.37 pes q u a r eSFX,)whichis apdut 1% below the MVS benchmark of $374.91 per SF
as calculad by the applicant. (DI #27, Vol. 1, pp.-832 and Vol. 2, Eks.32-35)

Reviewerdos Analysis and Findings

This standard requires a comparison of the
index cost derived from the MVS, which is based on thevaglieconstruction characteristics of
the proposed project. The MVS includes the base cost per square foot for new construction by
type and quality of construction for a wide variety of building uses, including hospitals. Separate
base costs are specifital basements and mechanical penthouses. The MVS guide also includes
a variety of adjustment factors, including adjustments of the base costs to the costs for the latest
month, the locality of construction, as well as factors for the number of storigist per story,
shape of building (such as relationship of floor size to perimeter), and depaittosenof space.
The standard provides thé the projected cost per square foot exceeds the MVS benchmark cost,
any rate increase proposed by the hospifated tahe capital cost of the project shall not include
the amount of the projected construction cost that exceeds the MVS benchmark and those portions
of the contingency allowance, inflation allowance, and capitalized construction interest
expenditue that are based on the excess construction cost.

AHCOGs calculation of the benchmarks in the
the MVS base cost for Class A, good quality construction as of November 2011, which was
updated in November 2013AHCG6s <cal cul ation of its benchmar

multiplier) as of October 2013 and a local multiplier for an uncertain date. The MVS current cost
multiplier is updated monthly, with the latest available update being September 20Mds;athe
multiplier is updated quarterly, with the most recent being July 2015.

| have calculated a revised MVS benchmark for the relocation of WAH based on the
information submitted in September 2014 using separate MVS November 2013 base costs for
floors ame through seven, for the basement, and for the mechanical penthouse. | adjusted these
base costfor the departmental uses proposed by AHC as detailed in Exhibit 35 of the September
2014 replacemenpalication. (DI #27, Vol. 2, ExI85) | further adjusedthese costby applying
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the perimeter, height per story, and mastory multipliers calculated for the size and shaipthe

buil ding

proposed

usi ng

t he

nf or mat i

on

cont a

costs per square foot were adggsby applying the appropriate current cost and local multiplier to
bring the MVS benchmark up to date for September 2015 in Silver Spring, Maryland.

My calculation of the MVS benchmark for each component of the hospital structure is

detailed in the fobbwing table.

Table IV-10: Calculation of Marshall Valuation Service Benchmark for
Washington Adventist Hospital Relocation

Main Floors Basement Penthouse Total

Construction Class/Quality Class A/Good
Quality A-B

Number of Stories 7 1 1 9
Square Feet 353,626 70,931 3,105 427,662
Average Floor Areas (square feet) 50,518 70,931 3,105
Average Perimeter (ft.) 1,316 1,876 494
Average Floor to Floor Height (feet) 16.3 21 20
Base Cost per SF (Nov. 2013) $354.99 $152.99 76.76
Elevator Add-on Inc. above 0.11 2.61
Adjusted Base Cost per SF $354.99 $153.10 $79.37
Adjustment for Dept. Cost Differences 1.062 1.07 1.0
Gross Base Cost per SF $377.16 $164.30 $79.37
Multipliers
Perimeter Multiplier .9129 0.9157 1.2605
Story Height Multiplier 1.0989 1.207 1.184
Multi-story Multiplier* 1.025 1.025 1.025
Combined Multiplier 1.0283 1.3292 1.5298
Refined Cost per SF $387.84 $186.13 $121.42
Sprinkler Add-on 2.25 2.25 2.25
Adjusted Refine Square Foot Cost $390.09 $188.38 $138.94
Update/Location Multipliers
Current Cost Multiplier (Sept. 2015) 1.05 1.05 1.05
Location Multiplier (Silver Spring, July 2015) 1.07 1.07 1.07
Final Benchmark MVS Cost per SF $438.27 $211.65 $138.94
Total Building SF 353,626 70,931 3,105 427,662
MVS Building Cost $154,982,267 | $15,012,412 $431,410 | $170,426,086
Final MVS Cost Per SF $398.51

Source: AHC September 2014 replacement application (DI #27, Vol. 1, pp. 39-41 and Vol. 2 Exh. 32-35) and Marshall Valuation

Service®, published by Marshall & Swift/Boeckh, LLC.
*Multi-story multiplier is .5% (.005) per floor for each floor more than three floors above the ground.

My calculation of the MVS benchmark for the hospital structure of $398.51 per SF, as
detailed above, is $230 more than the $374.91 per &hculated by AHCThis difference is
primarily due to my use of more current base costs for the component parts of the building.
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Mycompari son of AHCOGs projected cost ,for re
detaled in the following tablereflects a higher construction financing cost allocation than that
submitted by AHC ($28,248,645 versus $18,772,000). | included the loan placement fees of
$4,503,149 specified in the budget for the WAH relocatioat wasomitt ed fr om AHCDOG
comparison with an MVS benchmark, because MVS includes normal interest and processing fees.
This explains some of the difference, but the primary difference is attributable to differences in the
method used to allocate these costs for théSMcomparison. My method of allocating the
construction period interest and loan placement fees for the MVS comparison is based on the
percentage of project costs that are covered by the MVS benchmark ($140,050,000) to the total
budget for current capitabsts ($246,20000), which excludes the value of the land.

Table IV-11: Comparison of Washington Adventist Hospital
Relocation Budget for the Hospital as Modified to
Marshall Valuation Service Benchmark

Project Budget Item

Estimated Cost by Applicant

Building

$135,200,000

Fixed Equipment

Include Above

Site Preparation $10,400,000
Architectural Fees $13,200,000
Permits $700,000
Cap. Construction Int. & Finance Fees $28,248,645
Total $187,748,645
Total Adjustments to Cost $19,450,000
Adjusted Total for MVS Comparison $168,198,645
Total Hospital Square Footage 427,662
Adjusted Hospital Cost Per SF $393.53
MVS Benchmark Cost Per SF $398.51
Total Over (Under) MVS Benchmark ($4.97)

Source: AHC September 2014 replacement application (DI #27, Vol. 1, pp. 14-15, Vol. 2 Exh. 1,
Table E, and Exh. 34) and AHC November 10, 2014 response to completeness questions (DI #34,

p. 2).

Based on the revised comparison detailed a
the relocation of the hospital is $4 per SF less than the MVS benchmark. Therefore, there
would not be any exclusion from any rate request submitted to the HSCR&camsivecapital
cost of the hospitalonstructiorportion of this project.

(8) Construction Cost of NonrHospital Space

The proposed construction costs of ndrospital space shall be reasonable and in line with
current industry cost experiencelhe projected cost per square foot of nbispital space shall

be compared to the benchmark cost of good quality Class A construgiven in the Marshall
Valuation Service® guide for the appropriate structure. If the projected cost per square foot
exceeds the Marshall Valuation Service® benchmark cost, any rate increase proposed by the
hospital related to the capital cost of the ndwospital space shall not include the amount of the
projected construction cost that exceeds the Marshall Valuation Service® bencharatkhose
portions of the contingency allowance, inflation allowance, and capitalized construction interest
expenditure thaare based on the excess construction cost. In general, rate increases authorized
for hospitals should not recognize the costs associated with construction ofhospital space.
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Applicantdés Response

AHC states that the project does not include constiwe of norrhospital space. (DI #27,
p. 41)

Reviewerds Analysis and Findings

Given the fact that the proposed project does not include arnogpital spacethis
standard is not applicable.

(9) Inpatient Nursing Unit Space

Space built or renovated for patient nursing units that exceeds reasonable space standards
per bed for the type of unit being developed shall not be recognized in a rate adjustment. If the
Inpatient Unit Program Space per bed of a new or modified inpatient nursing unit exceeds 500
square feet per bed, any rate increase proposed by the hospital related to the capital cost of the
project shall not include the amount of the projected construction cost for the space that exceeds
the per bed square footage limitation in this standard oo$e portions of the contingency
allowance, inflation allowance, and capitalized construction interest expenditure that are based
on the excess space.

Applicantdéds Response

Adventiststates that none of the space tfeginpatient nursing units exceg800 SF per
bed.AHC reports that it determinetie¢ aredor each nursing unhy adding up the interior areas
of the patient rooms, support areas, and family support rooms for eachilhmitabulation
excluded corridor circulation, stairs, elevators, shaftlty rooms, structural columns, shear walls
and exterior wall enclosure. (D7, pp.4344) A summary of the quare feet per bed fahe
inpatient nursing units is as follows:

AHC: Inpatient Nursing Unit Space per Bed Summary,
Proposed Replacement WAH

Unit Name Unit Description No. Beds Un('élf)'ze quuea;rggdeet
Floor 2 ICU/CCU 28 13,680 488.57
Floor 3 Cardiac 32 11,580 361.87
Floor 4 PostPartum/Ante Partum/ Gen. Med/Su 22 9,418 448.48
Floor 5 Gen Med / Surg 32 14,191 443.46
Floor 6 Gen Med / Surg 32 14,191 443.46
Floor 7 Gen Med / Surg 24 11,013 458.87
Floors 27 Total 170

Source: DI#27,p.41

Reviewerds Analysis and Findings

The standargrovidesthatthe cost foispace built or renovated for inpatient nursing units

50



that exceed500 square feet per bed be excluded from any rate increase related to the capital cost
of the project.

_Ifind that the proposed inpatient nursing unit spatess that all space alignments meet
the O500 square feet per bsthndard

(10) RateReduction Agreement

A high-charge hospital will not be granted a Certificate of Need to establish a new acute care
service, or to construct, renovate, upgrade, expand, or modeiute care facilities, including
support and ancillary facilities, unless has first agreed to enter into a rate reduction agreement
with the Health Services Cost Review Commission, or the Health Services Cost Review
Commission has determined that a rate reduction agreement is not necessary.

Applicantés Response

The applicat notes thattis standard is inapplicable because a new method for determining
Ahi gh costodo hospitals has mMedcaregweiter abdpagmentd e v e | ¢
model, initiated in 2014 and still undergoing elaboratidhe applicant also state t indaudtry
discussions indicate the need for a measure that focuses more on the overall efficiency of hospitals
including both cost and quality.

Reviewerds Analysis and Findings

| agree thatthis standard is inapplicable in this review because rdite reduction
agreements contemplated by the standard have been replabed3gbal Budget revenue model.
| recommend that MHCC staff consider the ongoing validity of this standard in its next iteration
of COMAR 10.24.10, the SHP chapter used inrtheew of general hospital projects.

| want to point out that, as previously discussed uG@¥AR 10.24.18(4)(a),the latest
data compiled by HSCRC (covering 2013) shtweaWAH had a Reasonableness of Charge level
that wasapproximately seven percdotver thanthe mean foits hospitalpeer group

(11) Efficiency
A hospital shall be designed to operate efficiently. Hospitals proposing to replace or expand
diagnostic or treatment facilities and services shall:

(a) Provide & analysis of each change inperational efficiency projected for each
diagnostic or treatment facility and service being replaced or expanded, and
document the manner in which the planning and design of the project took
efficiency improvements into account; and

(b) Demonstrate thathe proposed project will improve operational efficiency when the
proposed replacement or expanded diagnostic or treatment facilities and services
are projected to experience increases in the volume of services delivered; or

(c) Demonstrate why improvemes in operational efficiency cannot be achieved
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Applicantdés Response

In responding, AHC compares its proposed facility design of the replacement hospital to
the existing WAH.AHC notes that itslesign team incorporated performance features into the
design of the proposed replacement hospital in ordeémpwove efficiency. Theseinclude:
improving adjacencies ofomplemerdry departmers and servicesproviding line of sight
wayfinding from the main entranceentrally locating patient supplies totwpize support staff
movement between patient care departments and needed amandgiesntrally located elevators
that will be dedicated to public or staff/service .88 #27, p.44)

The applicant states that examples of more efficient design aackadjes described in
the application include: supply rooms that will be centrally located on the patient floors to
minimize nurse travel distances; support departments to be located on the cellar level, with easy
access to both the clean dock and th#f/stavice elevators; Information Services adjacent to
Health Information; Nursing Administration adjacent to Occupational Health and Human
Resources; Labor and Delivery adjacent to the-Pastum Unit; and Cardiology adjacent to the
Telemetry Unit.

AHC lists other departments whose-logation is expected to improve operational
efficiency, in contrast to the situation in the existing facility, as show in the following table. (DI#
27, pp.4546)

Table IV-12 AHC: Co-location of Departments,
Proposed White Oak WAH Campus

Department Co-Location

Hospital Administration All functions to a single floor

Nursing Units All private rooms with central nursing workstations

Critical Care Respiratory Care

Surgical Suite Central Clean Core with direct elevator access to
Central Processing

Endoscopy Surgery

Cardiology All functions to a single floor

Nursery Intermediate Care Nursery

Dialysis Nursing Unit Floor

Rehab Suite Nursing Unit Floor

Pharmacy Close proximity to service elevator core, cellar level

Source: DI # 27, p.46

The applicant states that both the flow of patients within the new facility and work process
flow will improve in the new facility when compared to the existing hospital. The new facility
design includes centrally located elevator battied are dedicated to either public or staff and
service usdn contrast, the existing hospitalquires multiple elevator locations that serve specific
areas of the hospital and often mix public, staff, and service trafiie applicant maintains that
the new design will reduce confusion, congestamd travel time. The designation opatient
transfer elevator will allow for the movement of patients from the Emergency Department to
Critical Care, Maternity, and Intermediate Care units without pubhigestion (DI #27, p.45)

AHC notes that, at the replacement hospital, nursing stations and staff work areas will be
located closer to the patients, reducing traveltear@sportation timand resulting ilmore efficient

52



service deliveryAHC projectstha the more accommodating space configuratieitisresult in
increasd staff efficiency anddecrease in the ratio of FTEsadjusted occupied beAQB) over
time as volume growsAHC projecs that in the first year of operation in the new facility
FTEsS/AOB ratios will improve from 4.34 projected for 20aéthe existing hospitab 4.20at
White Oak Subsequently, assuming that volume grawsaccorénce with AHC projections
FTEsperAOB are projected to decliffarther, to 3.93 FTES/AOBY 2023. (DI #27, pp.45)

Projected staffing changes are shown in the table below, comparing staffing at the time of
the application to projected staffing through the last year of the financial projections (2023).

Table IV-13: AHC: Changes in Staffing Expected to Result
From the Hospitald ®eplacement

Projected
Current Staff Changes as a
(2014) Result % Change
of the Project
Administrative -0.4 -0.4%
Direct Care -13.6 -1.9%
Nursing -11.0
Ancillary -4.0
Imaging +0.7
Surgical/Cardiovascular +0.7
Support Staff -9.1 -5.4%
Logistical Support -4.5
Nutrition Services -4.6
Total -23.1 -2.2%

Source: AHC application (DI #27, Table L)

Reviewerd6s Analysis and Findings

AHC has identified design features of this project and contrasted them xisting
conditions to illustrate a number of ways that operational efficiency is expected to improve at the
replacement hospital. Key improvements include thdocation of complementary services,
design of the nursing units, dedicated elevators, andtprioom layouts. The applicant attributes
a projected 2.2% percent reduction in total staff FTEs from 2014 to 2020, the second year of
operation for the replacement hospital.

Il find that AHCO&6s design of t hiaonsidprationj e ct
consistent with the requirements of this standard.

(12) Patient Safety
The design of a hospital project shall take patient safety into consideration and shall include

design features that enhance and improve patient safety. A hospital propdsimgplace or
expand its physical plant shall providenaanalysis of patient safety features included for each
facility or service being replaced or expanded, and document the manner in which the planning
and design of the project took patient safety irocount.
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Applicantdés Response

Adventist identified a number of design features and operational characteristics in its
proposed project that it belies will have a positive impact on patient safety. These are: (1) all
private rooms will decreasedhisk of infection by eliminating the threat of cross contamination
between patients sharing roon() ICU-style breakaway doors in the preoperative PACU that
will provide isolation and heightened infection control; (3) handwashing stations in mora centr
locations throughout the corridors and inside the entry door of each patient room will reduce germ
transferal between patient rooms and throughout the hospital; (4) patient rooms will have better
lighting and be appropriately sized and designed to dseréhe risk of patient falls by placing
patient beds in closer proximity to the bathrooms and adding guardrails along the walls; (5)
operating rooms will increase from 493 square feet at the Takoma Park facility to current size
standards of 600 square fe¢ White Oak, providing needed equipment, supply and storage space,
as well as space for movement of staff during procedures; (6) space will be realigned to group
complementary services, thereby decreasing the potential for cross contamination idcidgiegts
a patientdés transition from one service area
equipment wires running under the floor rather than on the floor or from the ceiling, and compliant
with current standards and utility codes that thesent facility is not able to meet, thereby
eliminating safety hazards; (8) computer stations will be positioned in two areas of each patient
room, in the alcove and at patient bedside, to reduce the occurrence of PHI/HIPAA breaches and
the chance of pot#ial errors; and (9) new monitoring technology will improve patient monitoring,
track critical equipment, and enhance the execution of hospital emergency lock down procedures.
(DI #27, pp.4648)

Reviewerdos Analysis and Findings

Adventist appropriately cwsidered patient safety when designing the new facilibe
repl acement hospital ds modifications and desi
standards and AHCG6s efforts to I mproveont he sa
to the incorporation of design features intended to reduce the risk of infection, decrease
disruptions, and improve area transitions, thereby enhancing the quality of care provided to
patients. | find that the design of this hospital project meetsatienp safety standard.

(13) FEinancial Feasibility
A hospital capital project shall be financially feasible and shall not jeopardize the it
financial viability of the hospital.
(a) Financial projections filed as part of a hospital Certificate of Neagplication must
be accompanied by a statement containing each assumption used to develop the
projections.
(b) Each applicant must document that:

() Utilization projections are consistent with observed historic trends in use
of the applicable service(d)y the service area population of the hospital
or State Health Plan need projections, if relevant;

(i) Revenue estimates are consistent with utilization projections and are
based on current charge levels, rates of reimbursement, contractual
adjustments ad discounts, bad debt, and charity care provision, as
experienced by the applicant hospital or, if a new hospital, the recent
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experience of other similar hospitals;

(i)  Staffing and overall expense projections are consistent with utilization
projectionsand are based on current expenditure levels and reasonably
anticipated future staffing levels as experienced by the applicant hospital,
or, if a new hospital, the recent experience of other similar hospitals; and

(iv)  The hospital will generate excess mwes over total expenses (including
debt service expenses and plant and equipment depreciation), if utilization
forecasts are achieved for the specific services affected by the project
within five years or less of initiating operations with the exceptithat a
hospital may receive a Certificate of Need for a project that does not
generate excess revenues over total expenses even if utilization forecasts
are achieved for the services affected by the project when the hospital can
demonstrate that overall hepital financial performance will be positive
and that the services wild.l benef it

population.

This standard is related to a general review criterion applicable to all health care facility
projects requiring CON approvalOMAR 10.24.01.08G(3)(d)Viability of the Proposalwhich
instructs he Commission to consider the availability of financial and nonfinancial resources,
including community support, necessary to implement the project within the time frames set forth
in the Commission's performance requirements, as well as the availability of resources necessary
to sustain the project. This standard was firsbrporated into the State Health Plan in 2009 to
provide specific guidance for hospitals on how to demondiratecial feasibility of projects. In
addressing this standard and the review criterion, some overlap is unavoidable, but | have
attempted to minimize duplication in this Recommended Decision.

Applicantés Response

The assumptions made by AHC for WAKeaummarized in the table below.
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Table IV-14: AHC Assumptions Used in Modeling Financial Performance of WAH

and the Proposed Project

Statistic

Assumption and Basis for Assumption

Service Volumes

Volume projections for WAH in the years prior to relocation (i.e., the years during
which the replacement hospital would be under construction, if approved) were based
on historical utilization trends in its present service area.

Future volume projections for the hospital after relocation took into account estimated
population growth of the service area population as well as projected market share
shifts.

AHC is assuming growth for WAH only related to population growth, there are no
positive adjustments for market share in any years in the projections.

Revenue

Based on current allowable charge levels, incorporating current reimbursement
methodologies employed by the HSCRC for Washington Adventist Hospital.

Global Budget
Revenue Update

1 Update factor for each year of the projection was estimated usiadt8CRC approved
update factor for FY 2015 as a baseline and reviewing the CMS Market Basket
projections for the projection period. These projections show the four quarter movin
average Inpatient Hospital Market Basket ranging between 2% and 3.2% ¢tharing t
projection period. Given this range and the update factor used by the HSCRC in th
2015 rate setting, an annual update factor of 2.3% was assumed for each year of th
projection.

1 Theage adjusted population factorused for rate updates was basegiiminary
HSCRC Demographic Adjustment calculations for FY 2014 GBR rate setting at 509
During the initial GBR rate setting,
population growth was estimated by the HSCRC to be 1.5%. Taking this at 8le% vyi
the 0.75% used in the projection.

T No market share adjustmentwas assumed in years with volume growth because the
overall volume growth is assumed to be less than the population and demographic
adjustment assumed. In years when the overall volunrgyeha negative, 50% of the
prior rate year decline in volume is applied to the subsequent rate year.

Market Share Shifts

Used current market share as base for all facilities.

Started with home zip code for bowdyou

to the first ring of contiguous zip codes around the home zip codes and then out to t

ring of contiguous zip codes, then to

1 For each zip code, made adjustment based on proximity and market share for each
hospitl serving that zip code.

1 Reviewed adjustments for consistency and compared the new estimated WAH shar

each zip code against the range of WA

same proximity rank in the current location. This approachvalbconsideration of

reasonableness of the adjustment without overriding current market dynamics.

Re-defined WAH service area based on needfimated market share.

Resulted in a tightening of the service area with several DC zip codes falling outside

the newlydefined service arg®I #103)

=a =4

f
f

Medicaid
Reimbursement for
Inpatient Psychiatric
Care (in context of
Maryl andos
Institution for Mental
Diseases Exclusion)

Assumes continuation of current and historic payment levels. This is based on the
experience of Adventist Behavioral Health (ABH), which has experienced no adverse
financial impact as a result of the loss of the waiver. The Department continues to
reimburse Medicaid services at a rate of 94% and has identified funding for the program
at a level that allows for a cap that s
at levels without reduction in payments or services. AHC believes that, as the
psychiatric hospital service in Takoma Park accepts involuntary patients, it is
reasonable to project that current, necessary funding will be maintained. (DI#121)

Source: CON application, DI #27, unless otherwise noted.

56



AHC states that itstilization projections are consistent with observed historic trends in
use of the applicdb service(s) by the service area population of the hosfiitdso statethatits
revenue estimates are consistent with utilization projections and are based on current charge levels,
rates of reimbursement, contractual adjustments and discounts,ebgdadd charity care
provision, as experienced by WAH. Additionally, AH®testhat staffing and overall expense
projections are consistent with utilization projections and are basaéthoH Gwrent expenditure
levels and reasonably anticipated fututaffsng levels AHC concludeghat the replacement
hospital will generate excess revenues over total expenses (including debt service expenses and
plant and equipment depreciation), if utilization forecasts are achieved for the specific services
affected ly the project within five years or less of initiating operatig¢bd.#27, p.50)

Interested Party and Participating Entity Comments

Holy Cross Hospital

Holy Cross Hospital of Silver Spring states that AHC did not show that its replacement
hospitalisf i nanci ally feasible and viabl anaccuragef er r i n
incomplete, and fding] to account for a number of necessary operational and financingocosts.

HCH states in its initial filinghatA H C @estral utility plantthat will provide utilities through a
third party developer was not accounted for as a capital lease, as it sheeiden, andthat the
AHC Obligated Group financial ratios are incorrect and overstageduse they exclude this
capital lease that shouldyebeen accounted for in forecastinggterm debt ratios(DI #50,
p.11)

HCH also notethat AHCimproperly didnot include the costs of safely decommissioning
the current hospitallt also believes that AHC misrepresentbd operating results andlated
debt covenant ratios of WAH and the Obligated Graigting that

the cash and the related debt covenant ratios for the Obligated Group are unrealistic

due to AHCO6s artificial combination and/ or
example,one of the excluded controlled entities is the Adventist Medical Group,

according to the December 31, 2013 audited financial staten@@h#0, p.13)

In addition, HCH notethat Adventist Medical Group has been losing approximately $10
million a year br two years and opines that there is no reason to think this will &h@kéalso
points out that AHCG6s operating mar gi®mi% have f
in 201&nclidesshdt t hi s[sfAHE@ds pimaijk ec icitumnarsundfinor dr a
future years wunrealistic. o

Responding to AHCO6s revised financi al proj
lower than requested budget increase related to this project that was approved by HSCRC, HCH
stresses that the thinnerargins resulting from the smaller budget increase make it even more
likely that AHC would be unable to keep its Takoma Park commitments. (DI #129) HCH also
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mai ntained that Maryl and®os 3 &lsosheateodd bathhABH | MD E
Takomas Pfairrk@énci al standing and AHCO6s ability t

MedStar Montgomery Medical Center

In its initial comments (DI#52)MedStar Montgomery Medical Centeotesthat the
various services AH@entified as features that will mitigatdverse impact on the community
resulting from the relocation of WAH are notcluded in its financial feasibility analysis.

MMMC states tlait AHC6s application is based on finée
supported by historical data and audite@ficial reports kb notes that, although WAH lost $12.6
million from operations in FY 2013, WAH assumes that it will general $40 million in net operating
revenue for 2012018 at its current location. (DI #522p

MMMC blended its comments on financiaafsibility with comments on theiability
criterion COMAR 10.24.01.08G(3)(d)It concludes thathe projecis not financially feasible or
viable because it relies on assumptitreg arei s pecul ati ve, wunprecedente
the datad In support of its summary, MMMQitesAHC 6 s p r o § tarcatound Iy W&
from a negative to a profitable operating performance; an ability to secure financing despite a
Moodyds rating of Ba athatandnetbw tbosereqeiredto &p évendhisc i al 1
rating; and receipt of HSCRCapproval of a $19 million capital rate increase.

In additonMMMC questions AHCOs ability to assem
for the project. 't questi ons ioAWEDBcOommatrhents i ty t
are just $2.1 million, noting that WAH has never achieved that level of philanthropy. It points out
t hat such fundraising is less |likely in WAHOGS
acute care hospitals. MMMC also @iudes that AHC will not be able to contribute $50 million
in cash, noting that, at the end of 2013, AHC
million é [which i s] év.eltdonclodeghat, W AHCoassdyyed $50 me d i a
million to the project, its cash on hand would drop below 100 days, which would not support the
financing of the project. (DI #52.6) Similarly, MMMC states that it is unrealistic to expect that
WAH can successfully raise $245 million from the sale of bonds givenrat AHCO&s mo st
audited performance yields key financial ratios that MMMC characterizes as being well below the
Moodyds medi ans.

MMMC notes that it is verynlikely that HSCRC wouldipprove a $19 million increase
for capital and t hatonlykap that amoant woold result in significant, negative

3¢ The federal IMD Exclusion prohibits Medicaid reimbursement for adults between the ages of 21 and 64
who are receiving services provi derdofmorethénadl6liedss pi t al
that is primarily engaged in providing diagnosis, treatment, or care of persons with mental diseases,
including medical attenti on, nursing care and tre
this norpayment policymany Medicaid enrollees with acute psychiatric and addiction treatment needs are
referred to hospital emergency departments and general acute care inpatient units, rather than smaller,
communitybased specialized providers with expertise to care for thdsaduals. Until August of this

year Maryland had a waiver of this exclusion, and it is currently pursuing its renewal.
http://dhmh.maryland.gov/newsrooml/Pages/Marystadiicaid seeksIMD -Exclusionrwaiver.aspx
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margins in pospr oj ect p €Di #58, p.6h dt rmlsoequestiors the reliability of AHC 6 s
estimated construction cogts the replacement hospital, and whether a lender would require the
capitalization of what MMMC characterizes as a long term lease oéisal utility plant

As for the service®AHC proposes tonaintainor establishn Takoma ParkMMMC states
that the applicant did natclude those capital and operating costs wdddiessng the financial
viability of the project

I n subsequent comment s, MiMdferéncegtd] astC¥ 8014 hat t
improvement in operating performance as assurance that it can achiaveaound from a $13
million loss in 2013 to 10 million profitin 201® ar e @dicativesof finayciafiproblems
( b e c au sha séadjundjn 2014 was caused by a significant price/rate increase required
to fund, under the GBR, a substantial decline involumde ( DI #62, p. 6)

In respose t o AHCOS revi s e VMMMCi poimstnauti that theper 0 ) e c t
projections showed fAia breakeven margin for th
5 é ¢ o n dihg] thewsltmenest of margins which do not establish a financially sound ableas
project.o (DI#128, p.3) MMMC al so commented or
pointing out not only its potential financial impact, but also pbé&ntial impact on Medicaid
recipients needing mental health care, Whion d e r D Hrehtlguisiana® would bediverted
Ato any open acute care gener al hospital psyc
out that this policy could result in a Takoma Park citizen covered by Medicaid finding themselves
Atransport edeis$anopehbediran acute dafe bospital in the State, removing the
patient from his or her family and support systems in the community and delaying the start of
care. o(DI #128, p.12) MMMC repeated comments
TakomaPar ké [ for a]élocation in an affluent com
campus adjacent to the United States FDA camp
to do better.o (DI #128, p. 13)

City of Takoma Park

In its initial commentsthe City of Takoma Parlstates its belief that the number of ED
visits (and thus revenues) projected by AHC are overstated because: (1) WAH is moving away
from a concentrated elderly population, current WAH patients, who would likely go to HCH, the
neareshospital, for emergency services; and ERJS providersseeking the closest emergency
departmentiwill likely take most patients from Takoma Park ZIP codes (20712 and 20910),
Hyattsville (ZIP code 20782), and the community of Chillum (located at theesougimd of ZIP
code 20783) to other hospitéls 0 | #640p17)

The City question A H C &BR revenue assymt i on s , stating that, b
applicationindicates thathe relocate®VAH will notoffer inpatient or outpatient cancer services
WAH is likely to have a lowelGBR approved by HSCRC than that presented in its application.
The City also states that the applicant relies upon a 7% capital increashd matt provide
evidence that HSCRC will approve tbevenpercentate increase attributée tocapital in 2019.

The City requests that the Commission require, as a condition of sa@@edo AHC,
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t hat It Afexplore the financi al f eupatieb andi t y o
emergency programs that coordinate care betWwa&oma Park and White Oak primary service
areagwhich] could sustain the WAH referral base, support proposed outpatient activity, and serve

the Takoma Park communidy.

Commenting on AHCOGs revised projectiopns in
CTP states that this Afinanci al I nformation i
[ since HSCRC] suggests that AHC may struggl e

proposed project wild/l str ai n The Bigy requestsdhatrthe e s o f
Commission set conditions that require AHC: (1) to make a thorough exploration of an FMF that
would operate under Medicare Outpatient Department rules; and (2) to operate the behavioral
health program at Takoma Park as a uniroficute care hospitdl(DI #130, pp. 56)

Applicantés Response to Comment s

AHC responded to the HCH and MMMC comments by pointing to$®hd million
operating profigenerated byWAH in 2014, which it states was$d 4.8 million turnaround from
theprioryeat poi nt i WAH needsonly thaxtievefan additional $1.6 million in annual
improvement to attain the projected 2018 resufis a n a mdessthan QL8P0 aftnecapisal A
operating expensés. AHC also states that WAH achieved calesiable cost reductions of $5.8
million in 2014. (DI #59, p.5).

The applicant responded to HCHOGs <cl ai ms t
pointing out that AHospitalgithdroved opemsting proftabiithfrorww t h a t
slightly more than % million to nearly $22 million [and tha§ [perdting profitability for all of
AHCG6s services improved from anexdessgfi$tlmillians s i n
in 2014. 0 AHIGG sh elr arl casemerovexddugng this period, withtotal assets
growing by nearly $7 million while liabilities decreasbg more thar$4.2 million.

AHC calledMMMC6s <criticisms rel ati nmferringthat ol ume
MMMC considered onlythe projected change in inpatieatimissions,and noting that the
appl i cant dircludp ancapneat decraase sn readmissions of 6.78% between 2014 and
2018,fwhich accounts for nearly 80% of the inpatient admission decline year over year, and which
WAH believes was a reasonable wsption consistent with the objectives of the new waiver
programo (DI #101, p.10AHC al so responded to MMMEO&s abo mme
to raise donations of $20 millipn st at i ng t h a entirehhneisplacedandedafldctsa ar e
misunderstanidg of standard fundraising practices and stratejiesAHC ci t ed then ar t i
Association of Healthcare Philanthrépyhich AHC statesshows thati MMMC has posed
wrong questions and then criticized the applat i on f or not aguesuwhatr i ng t
philanthropic goals should not be set based omtimber of hospital beds and the affluence of
the area or patient popul ati on, but rather on

37 The City of Takoma Park acknowledgestttthis would require waivers to current Maryland licensure

rules

®¥iLandmar k Philanthropic Fundr ai -§darnmRpnoBRelatibrisips, Fi nd
Are Keys to Success, AHP Per ii NEWBAssocatioBoHeatthtarea r ki n g
Philanthropy, April 3, 2008.
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i mpact of the specific project.o (DI #59, p. 12

Accordingto AHCHCH i s wrong i n it s daydofecasiocharelr i z at i
AHC notes thatindleudes malalct wmid ¢ gt rjbutdhattHCH c as h &
only has considered the $58,692,102 cash and cash equivalents that Ak anttdlled entities
held as of December 31, 2013, 0 while fthe to
December 31, 2013 (reflecting the $58,692,102 in cash and cash equivalents, plus $128,642,187
i n short ter m#39npBels aditioe, AHG rgspandt (0DIHCHGs cr i ti ci s
had artificially combined and/or excluded some of the controlled entitipsihfing out that the

covenants outlined in AHCOs various debt
Groupbs fi nanaré présented as rsuth to demonstiate that the

Obligated Group will continue to meet its covenant requirements during all phases

of the WAH relocation Project. To that erdand in accordance with the asset

transfer provisions governing the operationghe# Obligated Group- the cash

amounts utilized by Adventist Medical Group (as well as any other AHC entity

currently operating with negative cash flow) to fund their operations on an annual

basis are well within the mswithdieldnders.es prescr

Regardingts decisionto propose use of a third paidgveloped central utility plarsnd
the relatedaccounting method®\HC noteghat this is a growing concept that bersiisinesses
by offering an improved level of energyieféncy, while preserving capitalhe applicant points
out that Upper Chesapeake Medical Center is one recent exahples model As to the
accounting proprieties, AHC statéhat the Statement of Financial Accounting Standards has
Aretained oamcthudlhaappecogni zes both Ememgytal a
Service Agreements afes e rrbvasceed agr eements that are not tr
potential FAS#®9el3andards. o (DI

AHCrespondd o t he Cityésactommehhat byhey refl ect
mi scal cul ation of data and an apparent mi sun
Adventist states thaffakoma Parth ad mi si nterpreted the Ebpplica
volumes pointing out hat Takoma Park had misinterpreted data in the application, not recognizing
that the number of ED visits reported referred only to visits that were purely outpatient ED visits.
Regardingt he Cityodo®cohai mtemcies i n tHDevolampspin i cant
various application materials, AHC explaithat each mention of visits referred to by Takoma
Park referenced different time periods, as quoted below:

Ther e i s no . [Plageo59 of the applicajodé says that WAH

accommodated justnder 49,000 visits in 2013 (not 2014), when total visits were

48,652. Similarly, the reference to more than 50,000 patients being treated was in

2012, when total visits were 50,840. The 46,930 visits represented total ED visits

that were projected as tthe time that the Completeness Answers were filed in
November 2014, and Ex. 3806s 37,677 report ¢
visits in 2014. (D#59, p.20)
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Adventist responded ttié¢ Cityd s ¢ r i tA Hd dssm ptr hoare fowenty wyiristic
bemause they did not ptasskoeliminatd impatiant ans autpatientA&hced s
care thus triggering aownward adjustment in the total Glol&ldget Revenue for the facility,
by stating:

The City misunder st an d stions cohcernirigmeatiedtat a and
and outpatient cancer care services. First, with respect to inpatient cancer care
services, there are no plans to discontinue the current level of inpatient cancer care

service. Second, outpatient radiation therapy will be npub a norrate

regulated building, and the pro formas do take into consideration the movement of

that service outside of the Global Budget Revenue. Specifically, $3.2 million of

radiation therapy revenue is moved outside of the global cap at the SRdlevar

cost factor in the year that the relocated Hospital opens, and then an additional
downward market share adjustment of 0.32% is made in the following year for

those services leaving the Hospital premif@$#59, p. 22)

The Health Services Cost Rewi Commission

On October 14, 2015, HSCRC acted ompartial rate applicatiomy WAH that sought
additional revenue authority help pay forthe large capital cost increase associated with the
construction ofts proposed general hospital relocation agplacementWAH hadrequestd a
permanent revenumcrease of $19,700,000, or 7.38b its current total approved permanent
revenue Thisrequested revenue increaseuld havaepresergdapproximately 80 percent of the
estimated additional depreciationdamterest costs associated with the projét$CRC gaff
recommendd and HSCRC approved an increase$$,391,28% tobe added t o WA
permanent rate base at the time the new facility opemsh is projectedo be January 1, 2019.

This revenue adjustemtis based on a projected borrowing rate of 6%, and witeheced if the

actual inerest rate incurred is different. Citing AHC debt that was issued in 2014 with a rate of
3.56%, HSCRC expressed the opinion that the rate is likely to be lower, altivaitigltapital

market uncertainty, the 6% assumption was deemed not unreasonable. WAH accepted the
HSCRCG6s action on its rate application and fi
HSCRC decision.

On November 52015 HSCRC respondétito my August 31, 201Bnemorandum formally
asking that ireview and comment on the financial feasibility and underlying assumpétaisd
to this proposed projedh addition to the usual opinion regarding financial feasibility and viability
that MHCCtypc al |y requests as part of its review p
comment on: the appropriateness and adequacy
need for a 7% increase in the appleamenahodpitals GBR;
to be competitively priced.

HSCRC stafféds response is summarized in th

% The HSCRC staff ;ecommendation oW A H Gate applicatioris located atAppendix?.
YHSCRCb6s memorandum i8s | ocated at Appendi x
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Table IV-15: HSCRC Comments on the Proposed Project

Factors HSCRC Position

Revenue Projections HSCRC staff concluded that the assumed increases are reasonable in light of the projected
changes in population and approved revenue.

Expense Projections HSCRC staff concluded that the assumptions used in the projections of ongoing annual
expenses are reasonable and achievable. Regarding the project budget for capital
expenses, WAH made an assumption that it would incur $2,700,000 in relocation costs for
the move of the medical/surgical and obstetrics units and practically all outpatient services
from the old facility to the new facility. The $2,700,000 estimated relocation costs seem low.
WAH may incur costs at the new facility before it opens related to training, staffing,
inventories, food, and other items related to relocation. There may also be transportation
costs of moving patients and staff from the old facility to the new facility. If WAH needs to
maintain some of the medical/surgical and obstetrics units and practically all outpatient
services at the old facility after the new facility is open, then costs may be higher than the
$2,700,000 WAH has projected.

Projected Volumes Despite hospital global budgets being fixed and not sensitive to volume, HSCRC staff
expressed concern about potential declines in volumes that may occur as care models are
changed and as popul at. Ome meabuecafithe potential foi utiipation
to fall is Potentially Avoidable Utilization (PAU). On a combined basis, the hospitals in Prince
Georgebs County had 18.5% of their patien
hospitals had 14.4% of thei r patients cl| a#SARC istaffdexpeessed R A
concern about future inpatient volume levels in the service area. If WAH is unable to achieve
the projected volumes, the hospital would be less efficient and would have higher rates,
which in turn could affect the overall feasibility of the project. HSCRC staff suggests that
conservatism in bed need projection is warranted relative to project feasibility and efficiency,
given the level of change in the delivery system that is underway nationally and in Maryland.

Financial Ratios WAH provided the projected financial information and ratios for the obligated group of AHC.
On a consolidated basis, AHI projects that it will meet the ratio levels required under its bond
documents. Based upon these projected ratios, HSCRC staff concluded that AHI would be
able to obtain financing for the project on terms that are consistent with those assumed in
the plan of finance.

Appropriateness/ Given AHI 6s de xonclusledthat ®VAH s providgetl aaréasonable amount of

adequacy equity contribution for the project to be financially feasible. A higher equity contribution would

of assumed sources be more favorable so as to earn a lower interest rate on the debt, which would result in

of funds overall lower costs to the patients.

Need for a 7% HSCRC staff recommended a $15.4 million (5.4%) increase to revenue instead of the $19.7

increase to GBR million (7.0%) requested. WAH had used projected operating results for FY 2014 in its
original CON submission. Its actual operating results for 2014 were much better than those
projected in the application, and were in

submitted on October 21, 2015. This improvement significantly offsets the impact of the
lower approved revenue increase.

Ability to be Charges at WAHO6s competitors were on aver
competitively priced #* | and 6.1% below for outpatients based on actual charge data for the year ended June 30,
2014. With an additional 5.4% rate increase for capital, its competitors will have rates on
average that may be more than 15% | ess th
of actual FY 2014 charges.

These comparisons do not take into account the cost differences that may be attributable to
taking care of populations of lower socioeconomic status. When HSCRC staff compared
adjusted charges using information from the most recent Reasonableness of Charges
calculation (which utilized data from 2013 adjusted for revenue changes t o 20
adjusted charges were actually 7.5% lower than the peer group that includes HCH, MMMC,
LRH, Suburban, Doctors Community, and Howard County General Hospital.

Source: DI #131.

“1HSCRC saff analyses compared average inpatient charges per case by APR iR sdown between

the 4 severity levels within each All Patient Refined Diagnosis Related Groups (APREIBGRC $ af f 6 s
analyses also compared average outpatient charges per case broken down by Ambulatory Patient Groups
(APGS).
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Reviewerds Analysis and Findings

Assumptions

In its initial application, AHC provided its assumptions and explanations of the rationale
underlying the assumptions. After HSCRC action on its Partial Rate Application, AHC provided
assumptions with its updated projectipas which the parties filed commens noted above, a
lower revenue increase was approved by HSCRC than that assumed in the AHC CON application.
| find that AHC has provided an adequate and reasonable set of assumptions as part its CON
application to support the accompanying financial projestiordo note, however, the HSCRC
caution that the estimate of relocation costs for the move to the new facility may be low.

Utilization Projections

The tables that follow in this section show actual and projected utilization of WAH and the
proposed sgcial hospital psychiatric for theears 204-2023 Table IV-16 shows the utilization
of the current and proposed future WAH, whilgble IV-17 shows the acute psychiatric statistics
from the current hospital and for the projected acute psychiatrieccesrthat will remain in
Takoma Park.
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Table IV-16 Actual (2014) and Projected Utilization (2015-23) Assumed by WAH

| 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023

Medical/Surgical/Gynecological/Addictions (MSGA)

Admissions 8201 7361 7,779 | 7,779 | 7,779 | 7,857 | 7,935 8,015 8,095 8,176

Patient Days | 47,402 | 44,280 | 41,488 | 41,213 | 40,938 | 41,349 | 41,763 | 42,180 | 42,601 | 43,031

ALOS 5.78 6.02 5.33 5.30 5.26 5.26 5.26 5.26 5.26 5.26

Obstetric

Admissions 1691 1,770 1,779 | 1,788 1,797 1,815 1,833 | 1,851 | 1,870 1,888

Patient Days 4,002 | 4,189 | 4,210 4,231 4,252 4,295 4,338 4,381 | 4,425 4,469

ALOS 2.37 2.37 2.37 2.37 2.37 2.37 2.37 2.37 2.37 2.37

Acute Psychiatric (at WAH through 2018 and freestanding at Takoma Park from 2019-23)

Admissions 1566 | 1551 | 1559 | 1,567 | 1,574 | 1,582 | 1,590 | 1,598 | 1,608 1,614

Patient Days 8,926 | 8686 | 8,729 8,773 8,817 8,859 8,904 | 8,948 | 9,005 9,038

ALOS 5.70 5.60 5.60 5.60 5.60 5.60 5.60 5.60 5.60 5.60

Total Acute Inpatient Care Utilization (at WAH through 2018 and at White Oak and Takoma Park
(psychiatric services) from 2019-23

Admissions | 11,458 | 10,682 | 11,117 | 11,134 | 11,150 | 11,254 | 11,358 | 11,464 | 11,573 | 11,678

Patient Days | 60,330 | 57,155 | 54,427 | 54,217 | 54,007 | 54,503 | 55,005 | 55,509 | 56,031 | 56,538

ALOS 5.27 5.35 4.90 4.87 4.84 4.84 4.84 4.84 4.84 4.84

Other Key Statistics

Observation-

No. of 1,185 | 2209 | 1881 | 1881 | 1,881 | 1,900| 1,919 | 1,938 | 1,957 | 1,977
Patients

ngfs”’a“o”' 47,012 | 91,207 | 74,624 | 74,624 | 74,624 | 75,378 | 76,132 | 76,885 | 77,639 | 78,433
\C/’i‘;tifsa“em 56,675 | 56,945 | 57,686 | 57,930 | 58,175 | 59,558 | 60,956 | 62,398 | 63,880 | 65,399
\E/i”;ﬁ;%ency 46,930 | 47,000 | 47,070 | 47,150 | 47,230 | 48,160 | 49,100

Source: Table created from information supplied in DI #118, Hospital Application Tables and DI #121, Exh. A
*Includes both outpatient-only ED visits as well as those resulting in admission

Inpatient admissions to WAH declined precipitously from 17,988 in 2009 to 11,698 in
2013, a 35% decline. During this period, discharges at all Montgomery County hospitals declined
by 12.5%? Admissiors declined again, slightly, in 2014, to 11,458. Projections for 2015 show
further erosion, to 10,682, a 6.8% decline yieayear. WAH is projecting a large increase (94%)
in observation patients between 2014 and 2023. However, this decease may ligpattiabg
accounted for by a 94% increase of observation patients, from 1,185 tdr2/292014 to 2015

As shown in the table below, AHC projects a return to growth in total admissions in 2016,
with very little change projected in demand for MSGA b#dsugh 2023, modest growth in

42 Source: HSCRC Dischge Database.
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psychiatric admissions (which will continue to occur at Takoma Park), and growth of almost 12%
in obstetric admissions over the nipear period.

Table IV-17: WAH Actual (2014) and Projected (2015-23) Inpatient Admissions

Change
Service 2014 2015 2016 2017 2018 2019 2020 20121 2022 2023 | 2014-23
MSGA 8,201 7,361 7,779 7,779 7,779 7,857 7,935 8,015 8,095 8,176 -0.3%
OB 1,691 1,770 1,779 1,788 1,797 1,815 1,833 1,851 1,870 1,888 | +11.6%
PSYCH 1,566 1,551 1,559 1,567 1,574 1,582 1,590 1,598 1,608 1,614 +3.1%
Total 11,458 | 10,682 | 11,117 | 11,134 | 11,150 | 11,254 11,358 | 11,464 | 11,573 | 11,678 +1.9%

Source: Table created from information supplied in DI #118, Hospital Application Tables

I note that HSCRAC&s MEomvwe mamelu m6heciréddd t hat
environment of change in health care financing and delivery increase the probability that inpatient
volumes will decline. WAH and the surrounding hospitals in the area pisebant substantial
volumes ofPAUSs. Stéf recommends conservatism in evaluating ned®.l #131, p.12) Despite
t hat cauti on, I find that AHCOs projected Vv
Department of Planning projects Montgomery Co
and 2025 and by 11.4% between 2015and 2630he Count yo6s popul ati on i
and older population is projected to increase from 12.3% of the total County population in 2010 to
15.8% in 2020 and to 19.2% in 2030.

Staffing and Expense airkvenue Projections

A H C @inancialprojections for its proposetWAH general hospital operations are shown
in the following table.

43 Drawn from Table IH1: 2010 Population and Population Growth Rate Projectgusa p.8, which
was sourced from Maryland Department of Planning, 2014 Total Population Projections by Age, Sex and
Race.
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Table IV-18: Actual Revenues and Expenses (2014)
and Projected Revenues and Expenses (2015-23)
WAH at Takoma Park, 2014 7 2018 and WAH at White Oak, 2019-23
Current Dollars

Uninflated
in (000s)

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

REVENUE

Gross
Patient
Service
Revenues

$273,966

$275,097

$280,062

$280,411

$281,108

$283,825

$285,351

$287,155

$288,776

$290,393

Net Patient
Services
Revenue

209,909

221,018

225,013

225,053

225,607

227,734

228,960

230,448

231,751

233,049

NET
OPERATING
REVENUE

$214,836

$225,932

$230,175

$230,216

$230,772

$232,434

$233,649

$235,125

$236,417

$237,702

EXPENSES

Total
Salaries &
Wages (incl.
benefits)

$127,624

$131,096

$132,241

$131,751

$131,110

$123,630

$124,408

$125,049

$125,639

$126,203

Interest

2,537

2,179

2,559

2,533

2,466

15,348

15,335

15,315

15,298

15,268

Depreciation

8,589

8,547

8,701

8,420

8,361

14,964

15,209

15,347

15,570

15,871

Amortization

163

163

175

175

175

175

175

Supplies

35,408

38,156

38,812

38,977

38,959

38,853

39,324

39,805

40,295

40,791

Other
Expenses

36,552

37,086

36,935

36,786

36,638

33,593

33,455

33,317

33,182

33,047

TOTAL
OPERATING
EXPENSES

$210,710

$217,064

$219,248

$218,630

$217,697

$226,562

$227,904

$229,008

$230,158

$231,355

INCOME

NET
INCOME
(LOSS)

$ 2,625

$ 7,554

$ 10,927

$ 11,586

$ 13,075

$ 5,872

$ 5,742

$ 6,117

$ 6,259

$ 6,347

Source: DI #118

The Relocate®VAH General Hospital

| find that the projected revenues are consistent miitization projections and are based

on current charge levels, rates of reimbursement, contractual adjustments and discounts, bad debt,
and charitycare provisios, as required by the standard. Likewise, the expense projections are

reasonable compared to historic levels and the relationship between volume and costs. HSCRC
@ incseasese
projected

staff concluded, in its opinion memorandum of November 6, 2015fithat e

ar e

ach

reasonabl e
p.2)a n dhe d@issumptions used in the projections of ongoing annual expenses are reasonable and
o (DI #1331,

i evabl e.

i n

Il ight of

p. 4)

The Special HospitaPsychiatric in Takoma Park

t he

AHC projects a small loss at the Takoma Park special hoggiyghiatric in its first two
years of operation and modest positive operating margins in later years.
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Table IV-19: Revenue and Expense Statement 40-Bed Special Hospital for Psychiatric Care

Inflated
in (000s) | 2019 | 2020 | 2021 | 2022 | 2023
REVENUE
Gross Patient Service Revenues $14,324 $14,758 $15,164 | $15,602 $16,053
Net Patient Services Revenue 11,333 11,682 11,998 12,345 12,701
NET OPERATING REVENUE $ 11333 $ 11682 | $ 11,998 | $12345| $ 12,701
EXPENSES
Total Salaries & Wages (including benefits) $6,308 $6,450 $6,595 $6,744 $6,992
Interest 791 933 916 901 875
Depreciation 1,338 1,394 1,321 1,269 1,250
Other Costs 1,236 1,273 1,310 1,350 1,388
Total Variable Expenses 9,673 10,050 10,142 10,264 10,505
Total Fixed Expenses 1,764 1,803 1,839 1,877 1,916
TOTAL OPERATING EXPENSES $ 11437 | $ 11,852 | $ 11,981 | $12,140 | $ 12,420
INCOME
NET INCOME (LOSS) | s @s)| $ @] s 16| $ 205] 3 281

Source: DI #121.

I find that the projections of revenue
opinion expressed in its November 6, 2015 memorandum regarding revenue projections that
AWAH provided doamentation showing that ABH has not been impacted by the reduction in
Medicaid reimbursement, and that WAH, for a variety of reasons including the pending new
waiver request, does not anticipate any reduction in projected Medicaid payments for the 40 bed
psychiatric unit remaining in Takoma Park. Staff believes that the projected net revenues for the
40 bed psychiatric unit are reasonable, assuming that Medicaid does not reduce payments to free

standingpsydhat ri ¢ hospital s i isarishteat Medidaid reimbudement!| e ar

policy could change if federal policy with respect to the IMD exclusion does not change and, if
there are significant reductions in Medicaid reimbursement for freestanding psychiatric hospitals
of the size of the Takoa Park special psychiatric hospital, a rethinking of how to provide acute
psychiatric hospital care on a viable basis will be requfted.

Having considered input from HSCRC staff, | find that the expense projections for the
psychiatric hospital are reasom | e . HSCRC staffds memorandum

Staff performed reasonableness tests of the direct costs for salaries and benefits and
other expenses included in the December 12, 2014 pro famthd 40 bed
psychi atcompafinglthe ptojécted 2019 casper patient day in the pro
forma to the regulated costs per patient day that ABH incurred during the year

ended December 31, 2014 based on ABHOs HSCI

HSCRC. Staff inflated the actual ABH expenses for the year ended 2@13%y

per year to 2019 based on the inflation as

4 For this reasorgt the conclusn of my review of this financial feasibility standatém recommending
that the Commission require AHC to report on the performance of its Specialty Hodp#gthiatric at
the end of its fourth year of operation.
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The result of this analysis showed a significantly higher cost per patient day at

Takoma Park compared to Adventist Behavioral Health (Rockville), with Takoma

Park projectig a cost per patient day in 2019 df,$12 compared to $837 at

ABH.* . . .the overall expenses per day appear reasonable. Staff believes that

ABHO6s management team will be abDle to brin
#131, p.11)

Financial Perfomance

This standard requires that hospitals document the ability to generate excess revenues over
total expenses (including debt service expenses and plant and equipment depreciation), if
utilization forecasts are achieved for the specific servicestaéfdxy the project within five years
or less of initiating operations.AHC has producedeasonableprojections that show the
replacement hospital generatitige required excess revenues over total expenses. The Takoma
Park campus planned for redevelopmaiter the relocation of WAH to White Oak will contain
one service, Hicensed aa special hospitgbsychiatric hat is currently part of WAHhat will be
separated from the general hospital operations and continue to operate in Pakkn¥ss noted
above, AHC has developed a reasonable forecast that this special hospital will be able to generate
excess revenue over expenses within a few years after its transition from a general hospital unit to
a freestanding special hospital.

Quite naturally, the @y of Takoma Park and the interested parties have drawn attention to
the broader plan for a special hospital and outpatient service campus in Takoma Park, as envisioned
by AHC after 2018 and have questionedepdsHCb6s al
hospital relocation plan. AHC has projected an average annual loss from operations of this campus
of $4.8 million, in current dollars, over its first five years of operation. There is an understandable
inclination to view the two campuses, the ngvhite Oak general hospital campus and the
reconfigure Takoma Park campus as a unified whole, given that the two sites are the result of the
hospital move. AHC has provided financial projections that project a positive bottom line for the
two campus opetimns combined, albeit a slim one, as shown in the following table.

Table IV-20: Consolidated TP and WAH Financial Projections Post-Project,
Inflated and Uninflated (in $000s)

Uninflated

2019 2020 2021 2022 2023
WAH $5,872 $5,745 $6,117 $6,259 $6,348
Takoma Park ($4,885) ($5,230) ($4,921) ($4,649) ($4,461)
Consolidated $987 $515 $1,196 $1,610 $1,887

Inflated

2019 2020 2021 2022 2023
WAH $5,361 $5,460 $6,084 $6,447 $6,738
Takoma Park ($5,359) ($5,772) ($5,528) ($5,322) ($5,199)
Consolidated $2 ($312) $556 $1,124 $1,539

Source: Created from data supplied by AHC in DI#121

4The major differences wereindepc i ati on and interest
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Based on the projections made by the applicant, which I find to be reasdrfaidethat
this project meets the requirements of this standard, givetihthedgulated facility projects in this
review are the relocation of the general hospital, and the resulting establishment of a special
hospital for psychiatric services. | appreciate the concern expressed by the interested parties and
participating enty with the small margins projected. However, | also conclude that the
perspective provided through examining the combined operation of the two campuses is artificial.
The poposed Takoma Park campus is most properly viewed as a new campus of Adventist
HealthCare and not an appendage of WAkhough both are parts of AHC. As such, it is the
overall financial performance of this systemthad t he most | mportant i ndi
to redevelop the Takoma Park campus as planned and maintainersiap as a system
component, even though it may not generate excess revenue for AHC from the overall mix of
facilities and services operated on the campus. | note that the audited financial statement for AHC
for FY2013* identified income from operationsf the Combined AHC obligated group in that
fiscal year as $9.6 million. This was a year in which WAH had an operating loss of $10.7 million.
For FY 2014, the Combined AHC obligated group is reported to have generated income from
operations of $24.1, anmpr oved per f or mance ai ded by WAHOGSs
with $4.1 million in income from operationd=Y2014 Audited Financial Statement of AH®)
the long run, modernizing the WAH facilities is an important necessary step to assuriigha
can continue to be financially strong and continue to play an important role in health care delivery
in the Takoma Park and Silver Spring area of Montgomery County and the nearby communities
of Prince Georgeds Count yaveawdal mporest ofptausystemo r t h
that will face increasing problems over time without actions of the type proposed. While the plan
carries risk and will alter the general hospital landscape in ways that create legitimate concern for
WAHOGs hi dgce areaipapulasian,rl kave concluded that the potential risks are manageable
and that WAHOGs plans are feasible.

| recognize that one of the risks presented by this project is the permanent loss of
Maryl andds | MD Excl usi o+#emwiahility ef the psychiatric facilitpna k e s
at Takoma Park more tenuous and the benefit of lower upfront capital cost that drove this part of
AHCO6s plan more questionabl e. As | have consi
DHMH is again pursuing an IBl Exclusion Waivel’ and, for now at least, the Maryland Medicaid
program is continuing to provide funding at previous levels. | think it likely that, by the time the
replacement hospital will go into operation at White Oak, a rational solution to thiaduedue
will be in place. Under a worst case scenario, AHC would have to reassess its ability to continue
to viably serve all acute psychiatric patients in need of service and this reassessment would
undoubtedly focus on bringing psychiatric beds badkiwithe general hospital setting. If that
turns out to be the ultimate solution to this potential future problem, | believe that AHC would
have an excellent chance of being able to accomplish that change in direction. For these reasons,
| believe it isreasonable to allow the plan for the psychiatric facility to proceed

| find that AHC has satisfied the financial feasibility standard. For reasons previously
noted, | recommend that MHCC include the following condition if it awards AHC a Certificate of
Need for the proposed relocation of WAH:

4 A H C &eptember 2014 modified CON application (RF#Exh. 171)
47 Locatedat: http://dhmh.maryland.govéwsrooml/Pages/MarylafdedicaidseeksIMD -Exclusion

waiver.aspx
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In the fourth year of operation tliereplacement Washington Adventist Hospital,
AHC shall provide a report to the Maryland Health Care Commission on the
operation of the specialty hospital for psychiatric servineBakoma Park. This
report must review patient intake and transport issues, coordination of care for
psychiatric patients between the White Oak and Takoma Park campuses, and the
specific financial performance of the special hospital, exclusive of thatapeof
Adventist Behavioral Health and Wellness overall.

(14) Emergency Department Treatment Capacity and Space
(&) An applicant proposing a new or expanded emergency department shall classify
service as low range or high range based on the paransatethe most recent edition
of Emergency Department Design: A Practical Guide to Planning for the Future
from the American College of Emergency Physicians. The number of emergency
department treatment spaces and the departmental space proposed by tieaappl
shall be consistent with the range set forth in the most recent edition of the American
College of Emergency Physiciaii@nergency Department Design: A Practical Guide
to Planning for the Future given the classification of the emergency department as
low or high range and the projected emergency department visit volume.
(b) In developing projections of emergency department visit volume, the applicant shall
consider, at a minimum:
) The existing and projected primary service areas of the hospitestahic
trends in emergency department utilization at the hospital, and the
number of hospital emergency department service providers in the

applicant hospital dés primary service
(i) The number of uninsured, underinsured, indigent, and otherwise
under served patients in the applican

impact of these patient groups amergency department use

(i)  Any demographic or health service utilization data and/or analyses that
support the need for the proposed project;

(iv)  The impact of efforts the applicant has made or will make to divert hon
emergency cases from its emergency department to more appropriate
primary care or urgent care settings; and

(V) Any other relevant information on the unmet need for emergency
departmert or urgent care services in the service area.

This standard requires an -appbeoamtrngte@ghb]l
depending on selected indicators of how its service functions and the characteristics of its patients,
andsuggests apppriate numbexrof treatment spaces based on voluméss based on planning
gui delines published by the American Coll ege

Applicantés Response

Adventist indicated that its Efalls within the paranters for highrange servicesand
submitted the information shown in the following table, whicbfiles the characteristics of its
ED service using the ACEP indicatoas, required by Paragraph (a) of the standard.
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Table IV-21: AHC: Threshold Indicators for WAH

Based on ACEP Guideline

. Low Range High Range
Indicators for Adult ED Thresholgd Tﬁreshol% WAH
ALOS <2.5 hours >3.5 hours >3.5 hours
Location of observation beds Outside ED Inside ED Both
Average time to admit <60 minutes >90 minutes >90 minutes
Turnaround time for Testing <31 minutes >60 minutes >60 minutes
% admitted patients <18% >23% | 18%<WAH<23%
% non-urgent/% urgent <1.1/1 >1/1.1 >1/1.1
Age of patient <20% Age 65+ >25% Age 65+ <20% Age 65+
Admin/teaching space Minimal Extensive Minimal
Imaging within ED No Yes Yes
Specialty components No Yes Yes
Flight/trauma services No Yes No
Source: DI #27, p. 53; DI #34, p.15.
The applicant notes that th

e proposed

treatment space from 26 32treatment roomsandtwo mental health evaluation roopeong
with twelve shorstay clinical decision roonfer observation located adjacent to the ED. The new
ED will have 22,784 DGSP, not including the immediately adjacent radiology spa@. #27,
p.52) AHC poin$ out that he vacated space the existingTakoma Parkfacility will be
redeveloped fouseasanurgent carece nt er
divert patients with noemergent conditions that do not require the resources agmthal ED to
more appropriate care settings and to maintain access to lower acuity, unscheduled medical service

in Takoma Parke

and wi l

I functi

on

repl

as

a)

Regarding paragraph (b) of the standard, AHC addresses the proposed ED service area in
projections for the White Oak locati@and compared that to its existing Takoma Park service area,
using drive times of 15 minutes from both the projected White Oak service area and its existing

Takoma Park service areBhe projectednew service area expantihe existing service area in a

northward direction, taking in zip code arez8905(Montgomery Countyand 20759Howard

County) . The

applicant

not es

t hat

f 20018,

20019, 20002and 20020are not included in the service area AHC prajéat the White Oak ED

service aregDI #27,p.56-57)

curre

48 The project design shows the radiology department adjacent to the ED with direct access to radiology
and quick access to the CT and MRI facilities. Bec#uwseprogram area is not dedied to the ED, it is
included in the overall radiology services DGSF.
A more complete description of these programs is provided in the following section, Emergency

Department Expansion.
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Table IV-22: AHC: Current and Proposed Service Areas (PSAs highlighted)
WAH in Takoma Park and the Proposed WAH in Silver Spring

Takoma Park Service Area White Oak Service Area
20783 20705 20722 20783 20910 20011
20912 20770 20707 20912 20770 20707
20782 20902 20020 20866 20902 20710
20903 20781 20710 20903 20781 20759
20901 20712 20002 20901 20706 20905
20904 20784 20019 20904 20712 20785
20910 20012 20743 20705 20708 20784
20740 20906 20708 20740 20737 20743
20011 20706 20018 20782 20706 20868
20737 20785 20017 20012 20002 20017

20866
Source: analysis of (PHEOp566K.r vi ce area map

AHC projects modest growth in ED visits through 2019 and annual growth of 2% after the
relocation to White Oak. 't attributes thes:¢
accessi bil it yeasiesfdar amergengy vehibles to readh and provilles safer landing
access for helicopterso t han at t h &@akenma Paskt The applicaat aigp states that
the proportion of elderly and indigent persons in the White Oak community (including Hyattsville
and Langley Park) will contribute to this increase in demand. (DI #27, p.53)

Table 1V-23: AHC: Projected WAH ED Visits
for CY 20147 CY 2020

Year ED Visits Percent Change
(%)

2014 46,930 -
2015 47,000 0.1%
2016 47,070 0.1%
2017 47,150 0.2%
2018 47,230 0.2%
2019 48,160 2.0%
2020 49,100 2.0%

Source: DI #34, p.16

The applicant states that, based onpiawectedED visit volume of 49,10ED visitsin
202Q its proposal to develop an Emergency Department of 22i&@drtmental gross square feet,
with 32treatment spacdalls within the ACEP guidelines for a 40,000 visit EDI#38, p.53)
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Table IV-24: AHC: Emergency Department Square Footage
&Treatment Space Ranges for an ED with 30-50K Visits

Departmental Gross Square Feet Treatment Spaces
Low Range High Range Low High
30,000 ED Visits 17,500 22,750 20 26
40,000 ED Visits 21,875 28,875 25 33
50,000 ED Visits 25,500 34,000 30 40
AHC Proposed (49,100 ED Visits
projected in 2020) 22,784 DGSF 32

Source: DI #27, p.52-53.

Interested Party and Participating Entity Comments

City of TakomaPark

The City of Takoma ParketteEDevesitbhatiappl€a
guestioning the inclusion of certain zip code areas in the proposed service area while excluding
others at a similar distance from the proposed new’sitather, the City states that the applicant
fidoes not provide suppting data to show how AHC defined the new serviceareal a k o ma Par
not es tvdndhe traveiitimg from Takoma P&a&0912)to White Oak and closer options
(Holy Cross), it is unlikely that Takoma Park would remain in the WAMhite Oak ED primayr
service area. (DI #54, p.21)

Applicant o€onfRerdsp ons e

In response tohe Cityof Tak oma Par kés comments regardin
determine the White OdkD primary service area (PSA)\HC states that the proposed primary
and secondgrservice areas were based upon a number of factors, including: location of the
replacement hospitgbroximity to other hospitajglrive times major streets and highwaysirrent
market sharéevels of the hospitalgnd physician relationship§he appicantnotes that ihired
Deloitte to conduct market share analyses by individual zip eoel@for acute care hospital
providers. AHC also nots thatits travel time study was submitted along withapplication (DI
#34, pp.2€21, Exh. 29

Re v i e walysi8 and Fndings

Emergency Departmentisit demand has moderated in the suburban counties of
Washington, DC in the last five years, and more broadly throughout Maryland. This is a welcome
trend after strong and steady increases in demand duringetheys two decades. The following
table profiles ED visit demand in Montgomery
at the two freestanding medical facilities (A0
all Maryland hospital EDsral FMFs. Visit volume has declined by an average of 0.7% per year
since 2011 for Montgomery Countyds hospital E

®The City notes that @[ t] r av echardtDrivmarsthefsane s travelP ¢ o d
times from 20912, yet the methodology in the application kept 20912 in theVWhite Oak ED primary
service area and moved 20910 out.o (DI #54, p.21)
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of 0.4% per

year

over

t he

Ssame

peri od.
an annual average drop of 2.3% since 2011. The tables immediately below show the trends in ED
visit volume as well as the inventory and use of treatment rooms by hospital.

Pr

Table IV-25: Emergency Department Visits, All Maryland, Montgomery County,

and Prince Georgeo6s CoumdfFMEBeRY201BA015Hospit al s
Average Annual
Change in Visit
Volume,
2011 2012 2013 2014 2015 2011-2015
Maryland
TOTAL MD Hospitals/FMFs | 2,583,085 | 2,684,779 | 2,692,908 | 2,586,297 | 2,538,626 | -0.4%
Montgomery County

Holy Cross of Silver Spring 88,574 89,866 90,273 85,060 85,962 -0.7%

Adventist Shady Grove 73,417 73.529 75,737 71,553 61,515 -4.1%

Suburban 43,437 44,729 44,932 43,047 42,796 -0.3%

Washington Adventist 46,969 49,626 50,250 44911 42,186 -2.4%

MedStar Montgomery 38,271 39,991 40,324 38,007 36,492 -1.1%

Adventist Germantown FMF 33,805 28,875 34,477 34,271 28,639 -3.1%

Holy Cross Germantown - - - - 17,088 -

TOTAL Montgomery

County Hospitals/FMF 324,473 332,093 335,993 316,849 314,678 -0.7%

Prince Georgeds County

Doctors Community 59,259 54,191 50,859 51,359 56,363 -1.0%

MedStar Southern Maryland 61,769 65,038 64,038 59,149 52,094 -4.0%

Prince Geor gebods 48,885 52,618 52,378 50,238 45,742 -1.5%

Fort Washington 45,416 46,225 45,433 42,587 42,615 -1.5%

Bowie Health Center FMF 35,173 36,164 36,812 35,344 32,835 -1.6%

Laurel Regional 35,422 35,764 36,250 33,766 30,790 -3.3%

TOTAL Prince Geé

County Hospitals/FMF 285,924 290,000 285,770 272,443 260,439 -2.3%

Source: Analysis of HSCRC Discharge Database and Outpatient Database
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Table 1V-26: Emergency Department Visits/Treatment Spaces, and Visits per Treatment

Space, Al l Mar vyl and, Mont gomery County and Pri

ED Visits Treatment Spaces Visits per Treatment
Space
ALL Maryland Hospitals &
FMFs 2,586,297 2,131 1,214
Montgomery County Hospitals and FMF

Washington Adventist 44,911 26 1,727

Adventist Germantown FMF 34,271 21 1,632

Holy Cross of Silver Spring 85,060 61 1,394

Shady Grove Adventist 71,553 64 1,118

Suburban 43,047 42 1,025

MedStar Montgomery 38,007 41 927

TOTAL Montgomery County

Hospitals & FMF 316,849 255 1,243

Prince Georgeds County Hospitals

Fort Washington 42,587 18 2,366

Bowie Health Center FMF 35,344 15 2,356

MedStar Southern Maryland 59,149 41 1,443

Prince Georgebd 50,238 46 1,092

Laurel Regional 33,766 31 1,089

Doctors Community 51,359 55 934

TOTAL Prince G

County Hospitals & FMF 272,443 206 1,323

Source: MHCC, Annual Report on Selected Maryland Acute Care and Special Hospital Services, FY 2014
I n its hospital rel ocation project, AHC

Department from 26 treatment bays at the Takoma Park camm@2streatnentbays in White
Oak, along with two mental health evaluation rooms. In addition, the replacement hospital will

have 12 short stay clinical decision rooms adjacent to the ED for observation. Based on recent use

and the ACEP guidelines, | find that thgpansion of treatment capacity at WAH is warranted. In
2014, WAH operated at the highest level of treatment capacity among Montgomery County EDs,
atalmost 45,000 patients adg727 visits per treatment space, well above the County average of
1,243 visitsper space and the overall use of capacity by EDs in Maryland.

AHC has i
characteri

those guidelines call for 30 (LeRange) and 40 (HigRange). From 2012 0 1 4 ,
averaged 47,939 patients. Based on this volume and ED characteristics | conclude that the

zat i

ndi

on a

cated

nd

WAHO6s ED

s in the hi

nce

g

n o t-rangetchtegory ow Advdénsof elewen f i
indicators, with oe indicator falling in between. ACEP guidance on treatment space for an ED
with 40,000 visits per year is 25 (LeRRange) to 33 (HiglRange) spaces; for a 50,000 visit ED,

BOAHO s

proposed number of treatment spaces is in harmony with the ACEP guidelines.

| c ome t o

t hi's

concl

usi on

may be somewhat overstated, given recent trends, even though | note that my review of
information from the HSCRC Discharge and Outpatient Data Bases shows that WAH experienced
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ED visit volume in the range of what it is projecting for 2020 as recerst|2012 and 2013.
However, even if the trend in declining demand for ED services continues, the number of treatment
spaces being proposed by AHC for the White Oak facility is acceptable, based on the ACEP
guidelines. The space proposed for the ED @2department gross SF) is also within the range

of approximately 22,000 to 29,000 SF for an ED with 40,000 visits perBased on these factors,

| find that both the space and the proposed number of treatment spaces are consistent with this
standard.

The City of Takoma Park questioned the afy
projected ED volumes, and commented on the need to reinvest in Takoma Park instead of
expanding the ED at the new |l ocati on. AHC, I n
the ED volume history as it was presented in the application, noting that the application form
separates outpatient ED visits from those that result in admissions, leading the City to
underestimate those vol umes. AHCddnstprguidedatawi t h
to support its definition of the replacement
provided by AHC in its application gives a reasonable basis for predicting market shifts and future
volumes. The applicant explaindsht it identified the proximity of a zip code to all hospitals by
distance and driving time, analyzed the current market share for hospitals relative to their location
to the zip code, and approximated the shift in market share due to the relocatanyladging
distance and current market presence in each zip (@b#.27, pp. 10304) The travel time data
presented by AHC is also relevaiiDI #27, Exh. 18)

|l conclude that AHCOGs planning for ED faci
the most current ACEP guidelines. | find that the project complies with this standard.

(15) Emergency Department Expansion
A hospital proposing expansion of emergency department treatment capacity shall demonstrate
that it has made appropriate efforts, consistavith federal and state law, to maximize effective
use of existing capacity for emergent medical needs and has appropriately integrated emergency
department planning with planning for bed capacity, and diagnostic and treatment service
capacity. At a mirmum:
(a) The applicant hospital mst demonstrate that, in cooperation with its medical staff,
it has attempted to reduce use of its emergency department foremeargency
medical care. This demonstration shall, at a minimum, address the feasibility of
reducing or redirecting patients with neemergent illnesses, injuries, and
conditions, to lower cost alternative facilities or programs;
(b) The applicant hospital must demonstrate that it has effectively managed its existing
emergency department treatmecepacity to maximize use; and
(c) The applicant hospital must demonstrate that it has considered the need for bed and
other facility and system capacity that will be affected by greater volumes of
emergency department patients.

Applicantdés Response

In addressing paragrapfa), which requires an applicant to detafforts made in
cooperation with its medical staff to reduce use of its emergency department-femeayency
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medical care AHC points to the impact offThe Center for Health Equity and Wedlss,the
Wo me n 0 s, a@liihenidderallyqualified healthcenter (FQHC) that operateand will continue

to operatd on the Takoma Park campusHC staesthatits model ofcaréii s i nf or med b
responds to current efforts and the existence obwuarpartnerships directed at caring for the
popul ations Washington Adventist Hospital ser
#27, p.59)

Among the initiaties and/or examples undertakerdessenno® mer gent use of
ED are: (1) aedside prescription delivery service aad40B drug pricing prograr(through a
partnership with Walgreens); (2) its-siie patient care at two Victory Towers and Holly Hall in
Takoma Park; (3) its ED4turn program (case management program to identifyihtilizers);
(4) its skilled nursing facility care coordination program (with customized care plans); (5) its
Senior Peer Advocate program (a senior companionship program); (5) itéhtome Breast
Cancer Program (providing free mammograms and edudati6) a breast cancer screening
program and a program for care beyond diagnosis (through partnership with Montgomery County
Womends Cancer Contr ol Program and the State
Treatment Program); (7) its Cardiac &astular Outreach Program (provides screening and
education); (8) its Colorectal Cancer Screening Program (supportibe Bygarette Restitution
Fund to provide screening and education); and (9) various community health education programs.
(DI #27, pp.60-63) In response to staff questions during the completeness review process, AHC
statel that it did not yet have quantifiable results regarding the impact these programs might be
having on reducing ED udeut that its population health program had begurnindrative to
guantify the impact of these programs on ED utilizat{@n #34; p.17)

Addressingparagraph(b), the part of this standard requiring the applicant to demonstrate
that it has made appropriate efforts to effectively maximize the use ofuitemt ED space,
Adventist statet hat WAHO6s current ED was originally d
and actually served almost 49,000 visits in 20ABIC alsonotesthat the program and design of
the ED space in the proposed project were devdltysed upon projected service volume and
ACEP guidelines. The plan also assumes that a portion of lower acuity visits will occur in the
clinics on the Takoma Park campus. (DI#27)

In addressingparagraph(c) of the standard, which requires the applidarshow that its

plans align fibed and other facility and systel
of emergency department patients, Adventist stated that, although MSGA bed capacity is reduced

in the proposed project, it believesthat t i | i zati on i n response to e
fluctuations will be managed because of the efficiency gained from having all private beds,
dedi cated observation beds, and clinical deci
thatthepr oposed project i ncludes 14,042 square f

expansion needs. (DI# 34, pp-18)

Interested Party and Participating Entity Comments

City of Takoma Park

The City of Takoma Park questions the expansion of thesEdling that the forecasted
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number of visits did not support the proposed size and number of rooms, citing a forecast of 34,960
ED visits in 2014 and 37,454 visits in 2020. The City also maintains that there are inconsistencies
i n the applanof&bD\olanses id wasoasrapplcation materials.

CTPquestioned the number of observation beds, saying that for the proj&38d/isits
(in 2020) to justify the proposed 12 beds at 70% occupancy would mean that patients would be
held in the bedsi fr at least two day$which would bé hardly desirable from the patient
perspectivg¢andis] inconsistent with statements elsewhere in the application that WAH is working
to reduce the time between ED ad@i#4sp2@n and p

Applicant o€onfRerdspons e

Inits responsetothe Cityd@fa k oma Par kds commenAHCstatesgar di n
thatthe Citymisinterpreted data in the application, not recognizing that the number of ED visits
reported referred only to vis that were purely outpatient ED visits. Regardinge Ci t yds ass
thattherewere nconsi stencies in the applicantbés desc
materials, AHC explamithat each mention of visits referred to Takoma Park netect different
time periods(DI #59, p.20)

AHC also notes, imesporsetoCTPRO s c omment ab o ythatthebchneal v at i o
decision observation beds that will be located near the ED are not part of the ED, butaretead
Aa criti c alnage lpaientthroughit andanwoidable admissions . but, rather,
[constitute]a resource that serves the throygh demands of the entire clinical patient tower.
(DI#59, p.21)

Reviewerds Analysis and Finding

AHC proposes 32 treatment bays atthekfea c e ment WAHG6s ED, -an exp
bay complement at the existing WAH. It also proposes an urgerevatdacility to provide low
acuity walkin medical services on a fitiime basis at the existing Takoma Park campus after the
hospital emergncy department moves to White Oak.

| find that, as required by paragraph (a) of the standard, Adventist has demonstrated a range
of efforts it has taken, sometimes in partnership with athganizations thatan be effective in
reducing use of its emgency department for neemergency medical care that can be obtained in
physician office and clinic settings. It has been directly involved in development of these kinds of
alternatives. In addition, AHC has been involved in health education and scrpeogrgms
aimed at preventing serious illness, detecting illness at an earlier;easihg treatable stage,
and/or facilitating more effective and less expensive use of health care resources by patients.
Finally, AHC has established programs aimed atdsettanagement and coordination of patients
with chronic illnesghatfrequently used ED facilities or have potential for such usage.

With respect to Paragragb), | note thatAHC has operated its ED services at a high ratio
of visits pertreatment bay Its relatively longaverage treatment times likely a natural
consequence of an imbalance between supply and demand for treatmentispaeplacement
hospital ds ED wi l | be operating a | arger comp
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which it accommodates observation of patients awaiting final decisions on clinical disposition.

The plan for the White Oak campus appropriately considers the need for beds and system capacity
and is logical, based on reasonable ED demand projections for taeerapnt hospital and the

planning guidelines adopted for use in this SHP chagtéavealso reviewedl a k o ma Par k 6
comments regarding volume projections andcludet hat AHCO0s met hodol ogy

I find that Adiscomsistenwith éash pargpopthisistaraddard. o n

(16) Shell Space

(a) Unfinished hospital shell space for which there is no immediate need or use shall
not be built unless the applicant can demonstrate that construction of the shell
spaceis cost effective.

(b) If the proposed shell space is not supporting finished building space being
constructed above the shell space, the applicant shall provide an analysis
demonstrating that constructing the space in the proposed time frame has a
positive net present value that:

) Considers the most likely use identified by the hospital for the
unfinished space;

(i) Considers the time frame projected for finishing the space; and

(i)  Demonstrates that the hospital is likely to need the space for the most
likely identified use in the projected time frame.

(c) Shell space being constructed on lower floors of a building addition that supports
finished building space on upper floors does not require a net present value
analysis. Applicants shall provide information on thecost, the most likely uses,
and the likely time frame for using such shell space.

(d) The cost of shell space included in an approved project and those portions of the
contingency allowance, inflation allowance, and capitalized construction interest
expenditure that are based on the construction cost of the shell space will be
excluded from consideration in any rate adjustment by the Health Services Cost
Review Commission.

Applicantés Response

AHC projecs several possible future usés the 14,042 squardeet of shell spacé
proposes fothe top (third) floor of the south wing of the replacement hosfita¢ application
stateghe spaceould support 15 privatelSGA patient rooms with sufficient support and storage
spaceandis most likely to be used fahat purposeThe applicant notethat the proposed project
reduces the number of beclsrrently licensed for the existing hospigald provides finished bed
capacity at a level it characterizes@sa ppr opri ately conservative
assumptions tied to the newly i mplemented GI ob
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AHC identifies another possible use for the proposed shell ss@epanded program
space for cardiology and radiology, departments that are immediately adjacent to the shell space
Use for administrative services and training is also identified as an option. AHEtkttthe
ultimate use of the space will be based on the demand for services that evolves at the new White
Oak campus, and states that Commission approval ofrtiséifig of the space is expected to be
requested within three years of the opening.

As part of its demonstration thitae construction of the proposastiell spacéas a positive
net present value when compared to building the space in the, it egimates thait will
cost approximately 50 percent less to construct the space as part of the proposed project rather than
three years after the replacement hospital opinsotes thatonstructing the shell space as part
of the proposed projectwilleot appr oxi mately $2.8 million and
the space in shelled condition during the first three years of hospital operation of $260,415,
bringing the total cost of the proposed option to $3.1 milliaRC projects that adding éhspace
three years after the replacement hospital goes into operation, will cost $4.5 million.

AHC explairs the factors it considered in arriving at its cost calculations for the two
options. It notes thathe later expansion option,owld require remval and replacement of the
roofing membrane to add the space above occupied floBscause the work would be done
while the hospital continued its operatiomdad cost would be incurredor overtime/shift
differential andbecause of théonger periodof construction. AHC also notes that the later
constructioroption would be uneconomical in scale when compared with the initial construction
of the hospital. The work would occur with more restricted physical access to the work site and
theunit costsof general conditions and construction management would be higher for the smaller
project. Finally AHC includesprojections of general escalation of constructionsimatr the next
Six to seven yeaiis its calculation of the cost differential.

AHC datesthatconstructing the proposed shell space at the time of initial construction is
more cost effective because it provides the ability to fit out an interior project quickly, with
minimal disruption, and with minimal risk. (DI#27, p. 67) AHC alstesdhatbecausghis space
would be built above the surgery sudeding it at after initial construction would be complicated
by the noise, vibration, infection contrahd other risks that working above a functiorsnggery
departmentvould entail The table below shows H C éost comparison.

Table IV-27: Cost Comparison of Building Space in Initial Project, or Later*

At time of initial project | At future date
Construction cost/square foot $200.00 $320.61
Construction cost $2,808,400 $4,502,048
Year 1 carrying cost** $84,252 --
Year 2 carrying cost $86,780 --
Year 3 carrying cost $89,383 --
Total $3,068,815 $4,502,048

Source: DI #27, Exh40
*Assumes future build at three years after initial project opening
**Carrying cost assumed at $6/SF with 3% annual escalation
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Interested Party Comments

City of Takoma Park

The City ofTakoma Parlstateghat the applicant did not provide substantive information
to support the need for the shell space in the future, and predicts that theasteelividbbe used
to increase the number of medical/surgical beds, replacing, in essence, the 31 beds this project
proposes to remove from servi€&l P states that this component of the project is unnecessary in
the current health care climate, where thredasted need for hospital expansions is declining. The
City proposes that AHC reallocate the $2.8 million toward improvements to the Takoma Park
campus. (DE54, pp.2323)

Applicant o€onfRedspons e

In responseAHC reiteratedits commiimentto meeting the needs of the residents of
Takoma Park andtateghatit can meet its commitments without foregoing the inclusioshei!
spacein the initial construction of the hospitahHC notes further that the amount of building
space proposed for consttion on the White Oak campwssinformed by comprehensive market
projections amnsd zperdoov ihdoesspia aflr icgahptaci t y#58,as e d
p.21,n.11)

Reviewerds Analysis and Findings

This standard requires an applicant éondnstrate that the construction of shell space in a
project requesting CON approval is cost effective. For shell space like that in this project, which
is on the top floor of the proposed replacement hospital, the applicant must demonstrate that
construting the space in the proposed time frame has a positive net present value, considering
both the likely use of the space and the time frame for its Adegentist hasnade a reasonable
attempt to ddhis, identifyingthe addition of 15 MSGA beds as the stdikely future use for the
space or, if not, for the expansion of the adjacent cardiology and radiology services. It has provided
estimates of the cost of constructing the spaeeart of the construction of the replacement
hospital, projected to occum the 2016 ta2018 time periodand alternatively,constructing the
floor, as a vertical expansion of the existing tower, three years after the replacement hospital opens.
This would ban 202 based on an assumption that the replacement hospitalin@a19.

The City of Takoma Park has expressed concern that AHC failed to substantiate the need
for the shell space in the futuyggestinghat it will be used to replace the beds that would be
reduced with approval of this application. The City aspressed a belief that the $2.8 million
would be better used if reallocated to the proposed investment in the Takoma Park darofus.
that, by definition, a hospital or any business incorporating shell space into a major building project
cannotanfisuabtseto t he need for the shell space.
in question, it would be proposed for construction as finished space. AHC is making a reasoned
assumption that the space could be put to effective use after theemgint hospital has been
open for three years. This can be thought of
additional building space, built on the most economical terms, into use around the time that it
expects the replacement hospitatéach a stable level of operational activity. That is the point in
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time at which AHC believes that needs for space not foreseen at this time will become apparent.

In order to compare the cost effectiveness of building the shell space now versug build
the shell space when it is needed, a net present value analysis of shell space is required under this
standardThis approachs widely accepted by financial analysts and economists as an appropriate
approach to evaluating investments when the costdanefits occur in different time periods.
These calculations are possible through nAdisc
years, that is, accounting for the higher value of money that is available now and could be invested,
resulting ina return on the initial investment in future yeafr$ie factor for calculating the
equivalent amount of money across multiple time perimdsiet present value analysis
commonly referred to as the fAdiscount rateo.

|l note that AHCribtsaccouat$ot theentertest paynierds ocHiheicnal
debt attributed to the construction of the shell space when the space is not ganupedo does
not accountor associated budget contingency allowances, budgeted inflatiinancing costs.
| included these items in my cost comparison estimates for the shell space.

Using AHCO6s estimates f or stanewitithe $2808@d0 c on st
current cost (2014) of the shell space ($200 p8Ftimes 14,045F). | thenadd incontingency
allowancesbudgeted inflation, and financing castghich yields dotal projecttost of $3,410,57.9
My analysis also includes the present value of interest payments on debt attributed to the
construction of the shell space as part of thisgmtap 2019 and the carryingost estimates
provided by AHC, bringing the net present value of building the shell space as part of the
construction of the replacement hospital to $4,145,195.

| compared net present value of building the shell spacarasfithe project to the cost of
building the shelafter the replacement hospital opens, assuming that this construction takes place
in 2022 | estimate thathte cost of constructing the third floor shell on top of the south wing after
the constructionfdhe hospitato be$4,502,006 ($320.61 p8&iFtimes 14,045F) in future dollars
due to the additional costs detailed by AHC and described above. | added a contingency allowance
comparable to that budgeted by AHC for the current project, which bringsstimeatedtotal
projectcost of consucting the shell space in 2082$4,708,022. The result has been discounted
to 2019 using a2% discount rate over a thrgear period bringinghetotal costof the alternative
of building the shellfloor three yearsafter the hospital project is completed and opetted
$4419853 This analysis shows that it is less expensive to construct the shell space now than it in
2022 as detailed in the following table.

1 The current shell space cost is basethe estimated project aois 2014, when the application was
submitted
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Table 1V-28: Comparison of Constructing Third Floor as Shell Space
Initial Project, or Later*

Construct as part of project Add three years later
Construction $2,808,400 $4,502,006
Contingency $128,515 $206,016
Allocated financing costs $352,468 0
Inflation $121,196 0
Total Project Cost (shell) $3,410,579 $4,708,022
Carrying cost - Year 1 84,252 N/A
Interest paid - Year 1 $158,225 N/A
Carrying costi Year 2 86,780 N/A
Interest paid in Year 2 $158,091 N/A
Carrying costi Year 3 89,383 N/A
Interest paid in Year 3 $157,885 N/A
Total $4,145,195 $4,708,022
Discounted to 2018 N/A $288,169
2018 Net Present Value $4,145,195 $4,419,853

Sources DI #27, Exh. 40; DI #43, pp.1-2; DI #118, p. 5

*Assumes future build at three years after initial project opening

Notes:

Contingency, inflation and financing costs assigned by Reviewer

Assumes building the space three years after initial project is paid out of cash

Annual carrying cost assumptions of $6/sq. ft. and 3% annual escalation provided by applicant
Interest costs assigned by Reviewer by pro rating the cost of the shell as a % of the total project cost.
2% discount rate assumed by applicant

AHC has presentedraasonable demonstratiGathough with less than desired dettiit
it would cost less to build the additional spagbken the proposed réacement hospital is
constructed than to add the space three ydtesthe hospital project is completed

With inpatient hospitalization declining and with incentives in place to further that trend,
the need fomore bed space at the replacement hospitaluse AHC specifies as most likely
uncertain.AHC predicts very small increases in demand for MSGA beds through 2023, but
suggests other uses that can be made of the space. Not all changes in hospital care can be
accurately predicted and the prepd shell space represents only 3028f the total 427,662
square feet of building space proposed for the WAH replacement hospital. Changes occur in need
for and use of hospital space driven by changes in service technology and techniques, unanticipated
changes in the way the population uses the hospital, and changes in payment for services, that
change physician and hospital behavior. Téwntannouncement bliaurel Regional Hospital
that it intends to transition to outpatient udsefore 2019could ingease the likelihoodhat an
additionalincrement ofMSGA bedsmight be needeih the southeast regioof Montgomery
County. In 2014, Laurel Regional Hospital sh&an average daily census of approximately 32
MSGA patients The proposed WAH replacemehbsptal in White Oak, if built, wouldbe the
closest general hospitl the current Laurel Regional Hospital.

| find that AHC has met the requirements of this stand&pgroval of this project should
be accompanied by these conditions on the CON, waielstandard conditions for hospital
projects containing shell space.

1. Adventist HealthCarelnc. will not finish the shell space in the relocated
Washington Adventist Hospital without giving notice to the Commission and
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obtaining all required Commission appals.

2. Adventist HealthCardnc.will not request an adjustment in rates by the Health
Services Cost Review Commission (AHSCRCO
interest costs associated with construction of the proposed shell sghee at
relocated Washirgton Adventist Hospital until and unless Adventist
HealthCare has filed a CON application involving the finishing of the shell
space, has obtained CON approval for finishing the shell space, or has obtained
a determination of coverage from the Maryland I[the@are Commission that
CON approval for finishing the shell space is not required.

3. The HSCRC, in calculating any future rates for Adventist HealthGace
d/b/a Washington Adventist Hospital and its peer group, shall exclude the
capital costs assot¢ed with the shell space until such time as the space is
finished and put to use in a raegulated activity. In calculating any rate that
includes an accounting for capital costs associated with the shell space,
HSCRC shall exclude any depreciation loé tshell space that has occurred
between the construction of the shell space and the time of the rate calculation
(i.e., the rate should only account for depreciation going forward through the
remaining useful life of the space). Allowable interest expemall also be
based on the interest expenses going forward through the remaining useful life
of the space.

COMAR 10.24.12 - State Health Plan for Facilities and Services:
Acute Hospital Inpatient Obstetrical Services

COMAR 10.24.12.04 Review Standats.

(1) Need All applicants must quantify the need for the number of beds to be assigned to the
obstetric service, consistent with the approach outlined in Policy 4.1. Applicants for a new
perinatal service must address Policy 4.1.

Policy 4.1 of the &Aute Hospital Inpatient Obstetrical Services Chapter, COMAR 10.24.12,
pr ovi de ke burdemadf defingnstriting need for additional obstetric program capacity rests
with the applicant. 0o It goes on t oonomussidni ne A
in fidetermining whether a new obstetric servi
include the conventional elements of any facility or program need assessment, such as the
anticipated service area, data on the utilization of theaertne number of existing providers of
the service in the service area, and the anticipated medical staff and their patient population. Also
required are information on the insurance status, socioeconomic characteristics, and indicators of
underservicer inadequate service in the service area population. The Commission is directed to
consi der Afany data and/ or anal yses provided
delivery of obstetric services to the defined service area population anticipatesult from
implementation of the proposed project, such as improvements in patient care outcomes, lower
costs than those currently available in the service area, improvements in geographic or financial
access to care, improvements in continuity oécar improvements in the acceptability or cultural
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competency of obstetric care for the defined service area population or specific segments of that
popul ation. 0O Finally, the Commission is dire
for the project that an applicant may provide.

Applicantdéds Response

AHC correctly notes that this standard spe
beds to be assigned to the obstetric service,
this kind. However, Policy 4.1 addresses the establishment of a new obstetric service. AHC is
proposing to relocate an obstetric service as part of the relocation of a general hospital and is
proposing to reduce obstetric bed capacity. Thus, althdwegpdlicy is not directly applicable to
the proposed project, AHC is nonetheless required to demonstrate the need for the bed capacity it
is proposing to relocate.

AHC identifies its existing obstetric service as one with 21 licensed beds, which is the
number of licensed acute care beds that AHC has allocated to obstetric services in the current fiscal
year that ends June 30, 2016. It reports a current unit configuration that would support 30 obstetric
beds (i.e., physical bed capacity). It addressestettic bed need under tiNeedcriterion of
COMAR 10.24.01.08G(3)(b). It is proposing to operate 18 obstetric beds at the relocated WAH,
within a 22bed unit that will include four rooms and beds that it designates as medical/surgical
beds. Thus, it cabe viewed as proposing to reduce operational bed capacity by three beds (21 to
18) and the physical bed capacity of the postpartum unit by eight beds (30 to 22).

AHC i dentifies six zip code areas as its p
of its obstetric discharge volume and 18 zip code areas as its 85% relevance service area for
obstetric services (the top contributing zip code areas for obstetric patients cumulatively
accounting for 85% of total obstetric discharges). It reports a 22.&feinshare for obstetric
services in its PSA and a 17% market share for an area consisting of 22 zip code areas, slightly
more expansive than its 85% relevance service area, which takes into account Laurel and
Burtonsville zip code areas and 20905 in &il8pring that AHC expects to be in the 85% service
area for WAH in White Oak. AHC estimates that the relocation will position the hospital to
increase its market share of this area from 17% to 18.3%. It also estimates reduced obstetric market
share in ght zip code areas: Takoma Park, Hyattsville, Riverdale, Mount Rainier, and Silver
Spring (20910). The applicant projects higher obstetric market share in nine zip code areas and
no change in five zip code areas. Based on these estimated change®irshasand estimated
di scharges, AHC defines its expected total seil
pp. 11215) This service area consists of 16 zip code areas, 12 of which are among the 18 current
top contributing zip code areas plusuf additional zip code areas (two Laurel zip codes, the
Burtonsville zip code, and an additional Silver Spring zip code) identified by AHC as the TSA for
t he r el oc adbstetricsénace. pAHC dokesotnst expect six of the zip codes areas in its
current service area to continue to be in the obstetric service area for the relocated hospital. (DI
#103, Att. OB Excel Workbook)

AHC states that the female population ageeb4% in the adjusted TSA increased 1.7%

This i s nmaarihreg di cfthe mall e ¢ o bbstetiched needgriojéciioninal | y u s €
Maryland health planningvhich iswomen aged 184. WAH observes use rates of 0.3 to@bStetric
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between 2009 and 2013. It also noted tbstetric discharges at WAH have declined 6.7% in the
past five years. It calculates the number of obstetric discharges per female population in the
adjusted TSA using two age tiers, the only important one, agdd,Aghich is gradually shrinking

in the service area, and the negligible older group of women ageéd, 45growing population but

one that contributes less than one obstetric discharge per every 2,000 women. It finds that the
obstetric discharge use rate in the adjusted TSA declined 80292009 to 2013.

AHC assumes that use of obstetric services by the female population of the adjusted TSA
will change course, increasing an average of 0.5% per year through 2023. It bases this assumption
on projected growth in the newborn population Bydémographic service, Nielsen Claritas. This
trend of an increasing use rate, applied to a nearly static popufaisonsed to project a 5.4%
increase in obstetric discharges in the adjusted TSA between 2013 and 2023 (described as an
average annual gratv rate of 0.5%). Finally, AHC assumes that the average length of stay
(AALOSO0) for obstetric discharges in 2023 wil
TSA in 2013. At an assumed average annual bed occupancy rate of 65% (reported teete deriv
as a Aconservative approximation of the avera
Georgebs Counties), this produces a demand fo
a demand forecast of 78 beds for the nine Montgomerffand nce Geor geds Count
serve the bulk of these patieAtsAHC uses market share assumptions derived from observations
of market share of obstetric dischards the adjusted TSA to calculate that the nine subject
hospitals provide only 76eds to meet the demand from that service area. This two bed deficit,
based on the 78 bed demand forecast is coupled with the bed reduction proposed for the relocated
WAH to suggest an overall deficit of four beds for that segment of the adjusted TS#hdlem
served by the nine hospitals. (DI #27, pp.-118)

.
r
!

Interested Party and Participating Entity Comments

The City of Takoma Park describes the obstetric PSA outlined by AHC in the application

as fAcontrived. O 't Iis igoe@s |l ygckmowleecdhgemamto ul
reduce obstetric inpatient service to Takoma
projects a 15 percentage point decline in WAH

20912, Takoma Park afterthee | ocati on of WA H; a decline it d «
in mar ket shareo of Takoma Park residents wit
underinsured. O

Applicantés Response to Comment s

AHC objects to thabampbncagbobnhhehaommuni sy
this hospital relocation project, noting its history of providing care to the tssateed, its relative

discharges per thousand women ageeb45 This compares with use rates of 63.2 to 669etric
discharges per thousand women aged 15 to 44.

%3 Nielsen Claritas projects that the female population aged 15 to 64 will grow 0.6% between 2013 and
2023, with thel571 44 age group producing 99.6% of the OB discharges declining 4.6% over this same
time period.

54 A tenth hospital, Holy Cross Germantown, initiatdabtetricservices at its opening in October 2014.

% |t appeasthat AHC uses 2013 market shassumptias,but does not specify the year.
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high level of community benefit as a proportion of total operating expenses, as reported by
HSCRC, and thahe move of the hospital covers only six miles. The applicant states that its plan

to maintain the Takoma Park campus and fdinve:
communityo exemplifies its conti nuedeneaito mmi t m
services.
Reviewerds Analysis and Findings

WAHOSs obstetric services volume has decl i nt

in the following table, against a backdrop of more gradual overall demand for inpatient obstetric
services inits home jurisdiction. WAH has had a small obstetric service relative to the two
dominant Montgomery County OB providers, Holy Cross of Silver Spring and Adventist Shady
Grove, which collectively account for about 85% of the obstetric average dailyscansng

Mont gomery Countybdés five hospital providers o
average daily obstetric census of 18.3 patients, about 13% of the Montgomery County hospital
total . I n the 2010 t o 20 1dfobgtetricipatiehts detiAeHfns a v e
13.3, about 10.6% of the county hospital total.

Table VI-29: Obstetric Average Daily Census, WAH and All Montgomery County

General Hospitals Providing Obstetric Services, 2005-2015

2005 2006 2007 2008 2009 2010
Washington Adventist 16.8 17.2 20.6 17.7 19.1 17.1
Montgomery County 133.8 143.9 143.9 | 143.7 143.8 139.6
Hospitals

2011 2012 2013 2014 2015
Washington Adventist 13.1[1] 12.1]2] 11.7[2] 11.0[3] 12.5[4] 11.0[3]
Montgomery County Hospitals 129.6 120.5 117.4 119.2

Sources: 2005-2010 ADC derived from HSCRC Discharge Data Base by MHCC; [1] AHC CON Application, October 4, 2013; [2] AHC
response to completeness questions, October, 2014 (Q#30, page 2); [3] Projected by AHC, Modified CON application, Sept. 29, 2014;
[4] Actual 2014 derived from HSCRC Discharge Data Base by MHCC.

Based on recent trends at WAH and in Montgomery County, it is appropriate for AHC to
reduce its obstetric bed capacity at the proposed replacement hospital. The applicant projects that
obgetric average daily census at the replacement hospital will gradually increase from 11 patients
in 2015 to about 11.8 patients by 2023, based on the rate of change shown in the Statistical
Projections accompanyints modified gplication. (DI#27, p. 117 My analysis of the need for
obstetric beds at WAH, described in detail later in this report, under the Need Criterion, yielded a
smaller forecast of average daily census, a range of 8.6 to 10.4 obstetric patients by 2023. While
my analysis indicates &t a complement of 16 rather than 18 obstetric beds should be sufficient
for WAH, this is not a differencthat causes meoncern. As noted, the unit design is for 22 beds
in total, 18 designated for postpartum patients and four for medical/surgicaitpatid my
forecast of obstetric census is closer to the mark, AHC may operate the unit with a slightly different
service mix. | conclude that substantial savings would not be achieved by requiring a redesign of
the facilities. | also note that a gendrakpital obstetric and perinatal service near the White Oak
site, at Laurel Regional Hospital, was closed in October 2015. Thus, a small additional increment
of demand for obstetric services, not accounted for in the AHC analysis, may be expectegkto accr
to the replacement hospital as a result of this recent development.
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The AHC analysis is generally reflective of Policy 4.1. Based on the probability
distribution (cumulative normal) that has been traditionally used by MHCC for modeling demand
for obsetric beds, an average daily census (ADC) of 11.8 patients would need 16.2 beds to
confidently predict bed availability 90% of the time, 17.5 beds to assure that at least one bed would
be available 95% of the time, and 19.8 beds for 99% confidence. Aigihend of my forecast
range, an ADC of 10.4 obstetric patients, 95% confidence would yield a need for 16 beds. Actual
average bed occupancy achievable for obstetric beds in recent years is higher than this frequency
distribution suggests because obsteidmissions have become more amenable to scheduling. |
find that theapplicant has quantified the need for the number of beds to be assigned to the obstetric
service and its methods are reasonably consistent with the approach outlined in Policy 4.1.

With respect to the comments of the City of Takoma Park, | do not believe the work that
AHC has done in analyzing the likely changes in its service area associated with the proposed
rel ocation can be fairly descisifobleelikving thatthe ont r i
relocation will result in reduced market share for WAH in the zip code areas that have shorter
travel times to the existing Takoma Park campus than they do to White Oak, higher market share
in zip code areas that will have shorteavel times to the White Oak site than they do to the
Takoma Park campus, aadnarket share that does not change or changes very little in zip code
areas that are similar in travel times to both sites.

While it is true that average and median houkkhomes of some of the Silver Spring
and other zip code areas that will be closer to a relocated WAH are higher than those of zip code
areas that will be farther away from a relocated WAH, the distance of the proposed move and the
assets that AHC is plging to operate in Takoma Park do not support the scenario of adverse
healthoutcoms exper i enced communigynas theaClitygassdris.n e d 0

A broader analysis of AHCOGs projected I|ike
shifts in incomestatus. Nielsen Clarit@estimates of 2014 zip code area household income
obtained by MHCC indicate that 20912, Takoma Park, has the ninth highest average household
income (and the thirteenth highest median income) among the 22 adjusted TSA zip cede area
used by AHC in its OB service needs assessment. So it is not among the poorest of the poor.

Meanwhile, AHC is projecting that its market shareobstetricpatients in two zip code
areas with a lower average household income than Takoma Park (2@i7P6788) will increase
as a result of WAHOGs proposed relocation, whi
with lower average or median household income will not change after the move (20706, 20740,
20770, 20903, 20740, 20770, and 20783.)

With respect to Takoma Park and obstetric services in particular, programs targeting the
provision of prenatal care to the indigent will be operated on the Takoma Park campus that AHC
proposes to maintain and reconfigure. Takoma Park residents and redideatbp communities
will have to travel further to deliver their babies at WAH and some are likely to choose alternative
facilities, which is the basis for AHCO6s proj
lost to WAH as a result of itsleecation. However, | believe that AHC is making a commitment
to operating the Takoma Park campus that provides tangible benefits for indigent women in need
of prenat al and other womenb6s services in tha
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regard is not one that offsets the benefits associated with having a modern general hospital in a
more distant, but still relatively convenient, location.

For reasons noted above, | find that the application has met this standard.

(2)_.The Maryland Perinatal System Standards.Each applicant shall demonstrate the ability

of the proposed obstetric program and nursery to comply with all essential requirements of the
most current version of Maryland's Perinatal System Standards, as defined in the perinatal
standards, for either a Level | or Level Il perinatal center

AHC describes WAH as provide of Level 1IB Perinatal Service This classification is
outdated and the most recent iteration of the Maryland Perinatal System Stagstatilished in
June 2Q4, no longer distinguishes stdvels within Level Il. Those standards describe Level Il
hospitals as havingerinatal programs that:

Provide specialty care to pregnant women and infants, as described by these

standards (the Maryland Perinatal Systestandards). These hospitals provide
delivery room and acute specialized care f
and O 32 weeks gestation with problems tha
are not anticipated to need subspecialty services on antlrgsis. Boardertified

neonatalperinatal medicine subspecialists have programmatic responsibility for

the neonatal services. The neonatal services (special care nurseries) provide
mechanical ventilation for up to 24 hours and/or continuous positiveaai

pressure. The neonatal services may provide limited pediatric subspecialty services.

They do not provide emergent neonatal surgical specialty servicestndlatare

is |Iimited to term and preterm gestations
appropriate. Boardertified obstetricians have responsibility for programmatic

management of obstetrical services. These hospitals do not receive primary infant

or maternal referrals.

(The Maryland Perinatal System Standar@svised June 2014. p.7)

AHC states that it has evaluated the service in the past three years, using a Maryland
Il nstitute of Emergency Medi c adssesSmentvdolcdars Sy st
consultation with MIEMSS staff, and operates the program of service in compliance with the Level
Il standards. In its application, AHC provides a recitation of the standards and an explanation
regarding its compliance with each.

Revi ewer dand Fhdirmd y si s

Hospitals providing Level Il or higher perinatal care are providers of neonatal intensive
care unit (ANICUO) services, a newborn serviec
WAH is not and does not propose to become a proeideiCU services. NICU service providers
must be certified as referral centers for this service by MIEMSS. No mandatory certification
requirements are applicable to Level | or Il hospitals. | find that the application complies with the
standardregardm t he repl acement hospital s Level 1
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(3)Charity Care Policy.
Each hospital shall have a written policy for the provisionafarity care for uninsured and
under-insured patients to promote access to obstetric services regardiessindividual's
ability to pay.
(a) The policy shall include provisions for, at a minimum, the following:
0] annual notice by a method of dissemination appropriate to the hospital's
patient population (for example, radio, television, newspaper);
(i) posted noties in the admissions office, business office and emergency
areas within the hospital
(i) individual notice provided to each person who seeks services in the
hospital at the time of community outreach efforts, prenatal services,
preadmission, or admission, and
(iv)  within two business days following a patient's initial request for charity
care services, application for medical assistance, or both, the facility must
make a determination of probable eligibility.
(b) Public notice and information regarding a hospitaleharity care policy shall be in a
format understandable by the target population.

Applicantdéds Response

The applicant reiterated its discussion of the Charity Care Policy at COMAR 10.24.10.04A(2). |
will address this standard in that section of thisdRemended Decision.

(4) Medicaid Access Each applicant shall provide a plan describing how the applicant will
assure access to hospital obstetric services for Medical Assistance enrollees, including:
(a) an estimate of the number of Medical Assistance et@es in its primary service area,
and
(b) the number of physicians that have or will have admitting privileges to provide
obstetric or pediatric services for women and infants who participate in the Medical
Assistance program.

Applicantés Response

Initsapp i cati on, AHC describes its partnershi
Child Care, Mobile Medical Care (or MobilMed), the Primary Care Coalition of Montgomery
County, and Community Clinic, Inc., a federally qualified health center. These orgarszation
provide access to health care for indigent, and many women who obtain prenatal care from these
organizations often deliver their babies at WAH. AHC also notes that for nine years it has
partnered with the Montgomery County Department of Health and H8mam vi ces 6 Mat e
Partnership Program, which assists uninsured women in obtaining obstetric and gynecologic
services. It states that this partnership relationship will continueppajsict, with prenatal care
taking place on the Takoma Park campus delivery of babies taking place at the relocated
hospital in White Oak. It states that it has the ability to provide care for 500 patients per year in
this program.

The applicant describes the Womenbés Center
used by indigent women who have obtained access to services through the organizations noted in
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the preceding paragraph. Program participants likely to deliver extremely premature babies are
referred to other hospitals with NICU capabilities for delivery.

AHC i

denti fi

es

4,

The

459

obstetri
available data year, 2,622 (59%) of whom were Medicaid enrollees. 876 of thn88% of the
total Medicaidobstetricpopulationi were treated at WAH. This comprised 87%taial WAH
obstetricdi schar ges.

applicantos

shows that 58% of 4,0%bstetricd i s c har ges
proportion of Medicaid enrollees amoalgstetricpatients will be similar to its current proportion,

at 87.4%. The applicant reports that the WAH staff (including WAH employees) includes 23
maternal/fetal medicine or obstetrics and gynecology physicians and that 21 of these physicians
participate in the Medaid program. (DI#27, p.79)

Revi

ewer 6s

Anal ysi s

and

Fi

wer e

ndi

| find that the application is consistent with this standard.

Me d i
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(5) Staffing. Each applicant shall provide information on the proposed staffing, associated
number and type of FTES, projected expses per FTE category and total expenses, for labor
and delivery, postpartum, nursery services, and other related services, including nurse staffing,
non-nurse staffing and physician coverage, at year three and at maximum projected volumes;
if applicable,current staffing and expenses should also be included.

AHC provided clinical staffing budgets for obstetric services for 2014, 2019, and 2023,
itemizing staff FTEs by unit (labor & delivery, Nursery, OB, and OB Clinic) and providing average
salary anddtal expenses by FTE category. It showed staffing declining over the next five years

followed by a slight increase by 2023.

In its modified application, AHC projected gradually

increasing OB patient volume between 2014 and 2023. (See the discussiostandard 1 of
this SHP chapter above.) The following table summarizes the staffing budgets provided.

Revi

Table VI 30: Staffing and Expenses for OB and Perinatal Services at

WAH (2014) and the Relocated WAH (2019 and 2023)

2014 2019 2023
Total OB staff FTEs 80.1 79.3 81.6
Total Expense $6.21M | $6.98M | $7.88M
Average Daily Census 11.0 11.3 11.8
FTEs per 100 Discharge Days 2.00 1.92 1.90
Source: DI # 27, Modified CON application, Sept, 2014, pp 80-81.
ewer 6s Analysis and Findings

| find that the aplication complies with this standard.

(6) Physical Plant Design and New TechnologyAll applicants must describe the features of

new construction or renovation that are expected to contribute to improvements in patient safety
and/or quality of care, andlescribe expected benefits.
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Applicantdés Response

AHC identifies the following design features of the relocated WAH as contributing to
improvements in patient safety and quality of cafkprivate rooms with standardized room-set
up and desigrelectronic medical record access in all rooms and charting alcoves between rooms;
advanced physical security systems for infant protection and patient safatggically located
hand washing station§ia mpl e spaceo for accomnmgpldbartandng and
delivery rooms that include an fdisolette zonec
sized to accommodate fAcouplet careo (keeping
of hospitalization.)

The applicant reports ththe expected benefits of these design features are better infection
and cross contamination control, better record keeping and charting, and fewer incidents in which
patient safety is compromised leading to higher degrees of patient satisfaction smuiropdtient
outcomes. Beyond the obstetric unit itself, AHC notes that its design includes improvements in
lighting, noise, and temperature control in its special care nursery and more access to natural light.

Reviewerdéds Analysis and Findings
| find that the applicant has met this standard.

Review Sandards (7) through (14) of COMAR 10.24.12.

These standards are not applicable to this review. Each is specifically designed for the
review of proposed new obstetric services. They include a standardufsery services,
community benefit planning, the source of patients, availability of physicians imetopolitan
jurisdictions, designation of bed capacity for obstetric services, minimum admissions volume,
impact on the health care system, andrfoial feasibility.

|t is worth noting that the Obstetric Ser
approval of a new hospital obstetric service
program, while relatively small, is well within thisasidard.

(15) Outreach Program. Each applicant with an existing perinatal service shall document an
outreach program for obstetric patients in its service area who may not have adequate prenatal
care, and provide hospital services to treat those patieht® program shall address adequate
prenatal care, prevention of low birth weight and infant mortality, and shall target the
uninsured, underinsured, and indigent patients in the hospital's primary service area, as
defined in COMAR 10.24.01.01B.

Applicat 6 s Response

AHC identifies the partnerships WAH has with programs that specifically seek out women
in need of various types of assistance in obtaining adequate prenatal care and obstetric and
perinatal services.
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Reviewero6s Analysis and Findings

AHC has demonstrated its commitment and service to low income and uninsured women
in need of obstetric services and the role it plays in supporting the ability of those women to obtain
prenatal care services from affiliated and partner organizations anamsg

| find that the application complies with this standard.

COMAR 10.24.11, State Health Plan for Facilities and Services: General Surgical
Services.

.05A. General Standards

The General Surgical Services chapter of the SHP, COMAR 10.2dguldes CON
reviews involving surgical facilities. That
Hospital Services chaptero) in the review of
surgical facilities, and provides that such hospppapal i cant s fAshall address
to its proposed projecto in both the acute ca
chapters of the SHP AA hospital i's not requ
completelyaddr essed in its responses to the standar

AHC proposes to construct eight general anc
Oak replacement hospital and twecORoNndgdipar atcee

It reports its current OR capacity to be eleven general and special purpose ORs ars@tvornC

rooms. Several of the standards in the General Surgical Services chapter also appear in the Acute
Care Hospital Services chapter, which AHC addressed in thidrse€ the application. Those
standards are COMAR 10.24.10.04A [djormation Regarding Charge)4A(2) Charity Care

Policy, .04A(3)Quality of Care and .04B(7)Construction Cost of Hospital Spa@nd.04B(13)

Financial Feasibility. Therefore, the gplicant does not need to address these same standards in
this section.

(1) Information Regarding Charges.

Information regarding charges for surgical services shall be available to the public. A hospital
or an ambulatory surgical facility shall prode to the public, upon inquiry or as required by
applicable regulations or law, information concerning charges for the full range of surgical
services provided.

Applicantdés Response

The applicant referenced its discussiotnddrmation Regarding Chgesat COMAR
10.24.10.04A(2). I will address this standard in that section of this Recommended Decision.
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(2) Charity Care Policy.

(a) Each hospital and ambulatory surgical facility shall have a written policy for the
provision of charity care that ens@s access to services regardless of an individual's
ability to pay and shall provide ambulatory surgical services on a charitable basis to
gualified indigent persons consistent with this policy. The policy shall have the
following provisions:

) Determination of Eligibility for Charity Care. Within two business days
following a patient's request for charity care services, application for
medical assistance, or both, the facility shall make a determination of
probable eligibility.

(i) Notice of Chaity Care Policy. Public notice and information regarding
the facilitydéds charity care policy st
through methods designed to best re
population and in a format understandable by the gige area population.

Notices regarding the surgical facil]
in the registration area and business office of the facility. Prior to a

patientds arrival for surgery, faci
concernsoppati ents, and individual notice

care policy shall be provided.

(i) Criteria for Eligibility. Hospitals shall comply with applicable State
statutes and HSCRC regulations regarding financial assistance policies
and chaity care eligibility. ASFs, at a minimum, must include the
following eligibility criteria in charity care policies. Persons with family
income below 100 percent of the current federal poverty guideline who
have no health insurance coverage and are nagidle for any public
program providing coverage for medical expenses shall be eligible for
services free of charge. At a minimum, persons with family income above
100 percent of the federal poverty guideline but below 200 percent of the
federal povertyguideline shall be eligible for services at a discounted
charge, based on a sliding scale of discounts for family income bands. A
health maintenance organization, acting as both the insurer and provider
of health care services for members, shall haveiahcial assistance
policy for its members that is consistent with the minimum eligibility
criteria for charity care required of ASFs described in these regulations.

(b) A hospital with a level of charity care, defined as the percentage of total operating
expenses that falls within the bottom quatrtile of all hospitals, as reported in the most
recent Health Service Cost Review Commission Community Benefit Report, shall
demonstrate that its level of charity care is appropriate to the needs of its serviae are
population.
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(c) A proposal to establish or expand an ASF for which third party reimbursement is
available, shall commit to provide charitable surgical services to indigent patients
that are equivalent to at least the average amount of charity care igexby ASFs
in the most recent year reported, measured as a percentage of total operating
expenses. The applicant shall demonstrate that:

) Its track record in the provision of charitable health care facility services
supports the credibility of itsommitment; and

(i) It has a specific plan for achieving the level of charitable care provision
to which it is committed.

(i) If an existing ASF has not met the expected level of charity care for the
two most recent years reported to MHCC, the appfitshall demonstrate
that the historic level of charity care was appropriate to the needs of the
service area population.

(d) A health maintenance organization, acting as both the insurer and provider of health
care services for members, if applying farCertificate of Need for a surgical facility
project, shall commit to provide charitable services to indigent patients. Charitable
services may be surgical or nesurgical and may include charitable programs that
subsidize health plan coverage. At a nmmim, the amount of charitable services
provided as a percentage of total operating expenses for the health maintenance
organization will be equivalent to the average amount of charity care provided
statewide by ASFs, measured as a percentage of total Agfereses, in the most
recent year reported. The applicant shall demonstrate that:

(1 Its track record in the provision of charitable health care facility services
supports the credibility of its commitment; and

(i) It has a specific plan for achievinghe level of charitable care provision
to which it is committed.

@iy 1 f the health maintenance organi zat:.i
with the expected level for the population in the proposed service area, the
applicant shall demonstrate thathe historic level of charity care was
appropriate to the needs of the population in the proposed service area.

The applicant referenced its discussiorCbhrity Care Policyat COMAR 10.24.10.04A(2). |
will address this standard in that section of theedtnmended Decision.

(3) Quality of Care.

A facility providing surgical services shall provide high quality care.
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(a) An existing hospital or ambulatory surgical facility shall document that it is licensed,
in good standing, by the Maryland Deparent of Health and Mental Hygiene.

(b) A hospital shall document that it is accredited by the Joint Commission.
(c) An existing ambulatory surgical facility shall document that it is:

) In compliance with the conditions of participation of the Medicamland
Medicaid programs; and

(i) Accredited by the Joint Commission, the Accreditation Association for
Ambulatory Health Care, the American Association for Accreditation of
Ambulatory Surgery Facilities, or another accreditation agency
recognized bythe Centers for Medicare and Medicaid as acceptable for
obtaining Medicare certification.

(d) A person proposing the development of an ambulatory surgical facility shall
demonstrate that the proposed facility will:

) Meet or exceed the minimum requiremts for licensure in Maryland in
the areas of administration, personnel, surgical services provision,
anesthesia services provision, emergency services, hospitalization,
pharmaceutical services, laboratory and radiologic services, medical
records, and phyisal environment.

(i) Obtain accreditation by the Joint Commission, the Accreditation
Association for Ambulatory Health Care, or the American Association for
Accreditation of Ambulatory Surgery Facilities within two years of
initiating service at thefacility or voluntarily suspend operation of the
facility.

The applicant referred to its discussiorafality of Careat COMAR 10.24.10.04A(3). |
address this standard in that section of this Recommended Decision.

(4) Transfer Agreements.

(a) Each ASF and hospital shall have written transfer and referral agreements with
hospitals capable of managing cases that exceed the capabilities of the ASF or
hospital.

AHC states that it has a policy in place that provides guidelines for the transféentpa
eitherinto or out of the hospital and addresses the appropriate methods of transport. This policy
states that Athe hospital wi || accept transf e
transfer patients to other facilities that ameaccordance with state regulatory standards, payor
considerations, and patient and/or famil p r e f €D #21, Exh.58)
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(b) Written transfer agreements between hospitals shall comply with the Department of
Health and Mental Hygiene regulatins implementing the requirements of Heailth
General Article §19308.2.

The applicant states thathas a policy in place that complies with HeaBbneral Article
§19-308.2 by providing guidelines governing the transfer of patients between hospitls in
medically appropriate manner and in accordance with the health care policieStdtthe

| find that AHC complies with the standards regarding transfer agreements.
.05B. Project Review Standards.
(1) Service Area.
An applicant proposig to establish a new hospital providing surgical services or a new
ambulatory surgical facility shall identify its projected service area. An applicant proposing to
expand the number of operating rooms at an existing hospital or ambulatory surgical tgcili
shall document its existing service area, based on the origin of patients served.

Applicantés Response

AHC states that WAHO6s service area for sur ¢
the service area reported for inpatient MSGA servitesussed at COMAR 10.24.01.08G(3)(b),
Need. Adventist states that the new service area for the surgery program at the White Oak location
will reflect and is similar to what it has projected for inpatient MSGA services. AHC notes that
WAHOGs t otaaeh forssergical iserveces consists of 47 zip code areas, of which 19 are in
Mont gomery County, 23 in Prince Georgeds Coun

The applicant reports that fifteen of those zip code areas account for 71% of surgical
volume: seve are located in Montgomery County in Silver Spring and Takoma Park; seven are in
Prince Georgeb6s County in Beltsville, College
Zip code area contiguous to Maryland is located in the northeast quadraasloihgion, D.C.

The applicant proposehree fewer operating rooms.. The following table shows the
current and proposed OR and Procedure Room complements for WAH.

Table IV-31: Changes to Operating Room Inventory

Before and After Project Completion
Current After
Type of Room OR Project
Inventory | Completion

Mixed Use General Purpose ORs

Mixed Use Special Purpose ORs
Dedicated Cesarean Section ORs
Dedicated Cystoscopy Procedure Rooms

Dedicated Endoscopy Procedure Rooms
Source: DI #27, p. 86.

RN W[ 0
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Interested Party and Participating Entity Comments

City of Takoma Park

The City of Takoma Park (ACTPO or ACIityo) ¢
services to WAHWh i t e Oak Awi | | reduce sesidemfsgwhichisae r vi C e
great concern to the City.o (DI #54, p. 25)
move of WAH to White Oak will decrease the market share and the use of surgical services by
residents served in zip code area 20912%#%6. (DI #27, p. 105) It concludes that this resulting
decrease in market share for this zip code area representseac2ht reduction in market share
for this zip code area (15% / 60.6% = 25%) resulting from the move to White Oak. CTP adds that

Athesidents | eft behind have a high |ikelihoo
#54, p. 25)

Finally, the City Takoma Park states that,
services is the same as Rakardazipaodes 20912, g0783,aahd s e r
20782 will drop more than . ) . forecast in t
Applicantés Response to Comment s

AHC responded to this critique by stating that its application and its answers to
completenesguestions explained its methodology for projecting market share, which took into
account proximity and travel time, existing market share, and other factors. AHC referenced an
excerpt from MHCC staffodos December h&tatedia814 c o
part of a question asking the applicant to explain projected changes in market shak&Atthe
servicemr ea) that AStaff understands that there ar
to each may vary by zip code, and thatsoaghoj ect i ons i nvolve both ar:
that it responded to this question with an explanation of its methodology and rationale for
projecting changes in market share by zip code area in the format requested by MHCC staff.
(DI#59, p.24)

ReM ewer 6s Analysis and Findings

AHC has projected that the proposed relocation of WAH to White Oak will have an impact
on the hospital ds service area and the market
The applicant has projected thatthpzicode areas that | ie on the
existing service area will be the most affected by the proposed relocation. Those localities include
Takoma Park, Hyattsville, Silver Spring, Mount Rainier, Brentwood, Riverdale, and Washington,
D.C.

| have reviewed the comments from City of Takoma Park regarding the negative impact

that residents there wil/l experience due to t
White Oak. In considering these comments, | took into accoanttiare are a number of factors

t hat I mpact a patientds choice of when and whe
the type of surgical procedure needed, the s
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among these factors.

Takama Park has not demonstrated that patients will lack appropriate access to surgical
facilities or lack a choice of surgical facility options if the proposed hospital relocation is
implemented. Fewer Takoma Park residents may obtain surgical care at VitAddldlcates.
However, that does not mean that they will be denied the availability and accessibility to needed
surgical services. Six general hospitals provide surgical services in Montgomery Gountty
Georgebs County al sloandDaCshad six.vMost gfehese hoapitalstare sop i t a
located at a great distance from the Takoma Park area and neither is the proposed replacement
hospital in White Oak. Additionally, there are over one hundred licensed and certified ambulatory
surgeryent ers operating in Montgomery and Prince
of this proposed project on Takoma Park residents is discussed in depth in this Recommended
Decision in section IV.A. under thadverse Impacstandard of the Acute Hosal Services
chapter of the SHP and in section IVImpact on Existing Providers and the Health Care System.

For reasons described above, there may be differences in interpretation of available data
and resulting projections of utilization of surglicservice by residents of the zip codes most
impacted by the proposed project. However, there is no basis for finding that the applicant has
failed to comply with this standard. Moreover, | am not convinced by the information provided
by CTP that area s&dents will experience a lack of access to surgical services as a result of this
project.

As the standard requires, the applicant has projected its expected surgical service area. The
projected service area described by AHC is credible. | find tleaapplicant has complied with
this standard.

(2) Need- Minimum Utilization for Establishment of a New or Replacement Facility

An applicant proposing to establish or replace a hospital or ambulatory surgical facility shall
demonstrate the need fadhe number of operating rooms proposed for the facility. This need
demonstration shall utilize the operating room capacity assumptions and other guidance
included in Regulation .06 of this Chapter. This needs assessment shall demonstrate that each
proposed operating room is likely to be utilized at optimal capacity or higher levels within three
years of the initiation of surgical services at the proposed facility.

(a) An applicant proposing the establishment or replacement of a hospital shall submit
aneeds assessment that includes the following:

) Historic trends in the use of surgical facilities for inpatient and outpatient
surgical procedures by the new or replacement hospitals likely service
area population;

(i) The operating room time requéd for surgical cases projected at the

proposed new or replacement hospital by surgical specialty or operating
room category; and
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(i)  Inthe case of a replacement hospital project involving relocation to a new
site, an analysis of how surgical caselume is likely to change as a result

of changes in the surgical practitioners using the hospital.

Applicant Response

The following table provides historic and projectese measuregCY 20117 CY 2023)
for the eight existing mixed use operating rooms at WAH in TakomatRankgh 2019 anthe
six mixed use operating rooms propdger White Oak from 2019 to 232

AHC states that the projected inpatient surgical volumes were calculated based on the
hi storical cases per admi ssi on, andhhe suigeca pi t al
minutes per case. (DI #27, p.89) The applicaste d WAHG6s CY 2013 inpati e
basis for its forecast of use, observing a use rate of 29.9% of MSGA discharges-tardian
cases per discharge and 3.9% for cardiac gaseslischarge. (DI #34, p. 26) In projecting

outpatient surgery volumes, the hospital s pr
for the migration of surgery cases to other settings, such as physwieed surgical centers.
Instead of usig the general assumption in COMAR 10.24.11.06A(2)(a) of 25 minutes for an
average turnaround time, AHC used 30 minutes.
consul tation with the projectbés health care p
Table IV-32: Washington Adventist Hospital
Historic and Projected Utilization of Mixed Use Operating Rooms, CY 2011-CY
2023
. . Surgery | Inpatient | Surgery Outpatient Total Turnaround | Total AT OIS
Crllerely | MEEtiet  CUimEnEn) el Minutes | Minutes/ | Minutes- Minutes/ Surgery Time Surgery Neeo_led @
VEEY Ceges — — Inpatient Case Outpaient Case Minutes Minutest Minutes Op“m‘f’"
Capacity
k=j/
(1,906%60
a b c=atb d e=dla f g=flb h=d+f i=30*c j=h+i )
2011 2,675 3,359| 6,034| 224,692 84.0 216598 64.5| 441,290 181,020| 622,310 5.5
2012 2,537 3,291| 5,828| 243,554 96.0 230,085 69.9 | 473,639 174,840| 648,479 5.7
2013 2,509 3,067| 5576| 213,205 85.0 260,583 85.0 | 473,788 167,280| 641,068 5.6
2014 2,402 3,067| 5,469| 204,142 85.0 260,583 85.0 | 464,725 164080 | 628,805 5.5
2015 2,366 3,098| 5,464| 201,027 85.0 263,189 85.0 | 464,216 163,901| 628,117 5.5
2016 2,330 3,129| 5,458| 197,958 85.0 265,821 85.0 | 463,779 163,747| 627,526 5.5
2017 2,287 3,160| 5,447| 194,376 85.0 268,479 85.0 | 462,855 163,420| 626,275 5.5
2018 2,246 3,192| 5,438| 190,875 85.0 271,164 85.0 | 462,039 163,132| 625,171 5.5
2019 2,269 3,223| 5,492| 192,783 85.0 273,875 85.0 | 466,658 164,764| 631,422 5.5
2020 2,291 3,256| 5,547| 194,711 85.0 276,614 85.0| 471,325 166,411| 637,736 5.6
2021 2,314 3,288| 5,602| 196658 85.0 279,380 85.0| 476,038 168,075 644,113 5.7
2022 2,337 3,321| 5,658| 198,625 85.0 282,174 85.0 | 480,799 169,756 650,555 5.7
2023 2,361 3,354| 5,715| 200,611 85.0 284,996 85.0| 485,607 171,454| 657,061 5.8

1Average turnaround time of 30 minutes/case

2Optimal capacity of mixed use operating rooms at 80 percent of full capacity (1,900 hours/ year), as provided in COMBROBARY(a)(ii).

Source: DI #27, p. 90; DI #34, p. 25.
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AHC projects that WAHOs i nopleckineferthe nextthreee v o |
years, and by 16% over the eigigar period of 201-2018. In contrast, outpatient surgical case
volume is projected to return to growth in 2015, but not reach the annual case volume experienced
in 2011 until 2023, a modesterage increase of one per cent per year between 2016 and 2023.

The following table provides the historical utilization (CY 201CY 2014) for the three
existing special purpose (cardiac) operating rooms, and the projected utilization (CY C§19
2023) for the two special purpose (cardiac) operating rooms proposed for operation at the White
Oak replacement hospital.

Adventist based the future projections for these two cardiac operating ro@m®ptimal
capacity of 1,188 hours per year for th® rooms, and an average turnaround time of 40 minutes
per case. COMAR 10.24.11.06A(1)(c) provides that

[tlhe optimal capacity for a special purpose operating room is best determined on
a caseby-case basis using information provided by an appliceganding the
population and/or facility need for each such operating room, the documented
demand for each such operating room, and any unique operational requirements
related to the special purpose for which the operating room will be used.

To supportits projection of 1,188 hours per year for optimal capacity and a turnaround
time of 40 minutes between cardiac surgery cases for the two cardiac surgery operating rooms,
AHC states that it considered the historical experience of its cardiac surgerynpregic the
expertise of its design and medical planning team in determining that these were the most accurate
measures to use in calculating the number of cardiac surgery operating rooms.
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Table IV-33: Washington Adventist Hospital
Historical and Projected Utilization for Special Purpose (Cardiac) Operating
Rooms
CY 201171 CY 2023

Catncar | a0t | 1y oo o | PRSI | o | Tomarnal T oo

VEES Cze Inpatient Case Minutes Minutes Minutes Optlmgl

Capacity

a B c d=cla e f=40*b g=e+f g/(1,28:8*60)

2011 351 351 100,919 287.5 100,919 14,040 114,959 1.6
2012 342 342 95,313 278.7 95,313 13,680 108,993 15
2013 325 325 86,775 267.0 86,775 13,000 99,775 1.4
2014 311 311 83,050 267.0 83,050 12,447 95,497 1.3
2015 306 306 81,783 267.3 81,783 12,257 94,040 1.3
2016 302 302 80,534 266.7 80,534 12,070 92,604 1.3
2017 296 296 79,077 267.2 79,077 11,852 90,929 1.3
2018 291 291 77,652 266.8 77,652 11,638 89,290 1.3
2019 294 294 78,429 266.8 78,429 11,755 90,184 1.3
2020 297 297 79,213 266.7 79,213 11,872 91,085 1.3
2021 300 300 80,005 266.7 80,005 11,991 91,996 1.3
2022 303 303 80,805 266.7 80,805 12,111 92,916 1.3
2023 306 306 81,613 266.7 81,613 12,232 93,845 1.3

IAveage turnaround time of 40
minutes/case
Source: DI #27, p. 90; DI #34, p. 25.

Similar to what it observed for inpatient surgical cases, AHC projects that the total number
of cardiac cases and total surgical minutes will decrease from CYt&@iigh CY 2018 (about
17.1%), with utilization modestly increasing after the relocation in CY 2019.

Reviewerdéds Analysis and Findings

AHC proposes to reduce the surgical capacity from eight misedgeneral purpose and
three mixeeuse special purpo$2Rs at the existing hospital in CY 2014, to six mixse general
purpose and two mixedse special purpose ORs at the replacement hospital, a reduction of three
ORs. The number of dedicateds€ction ORs proposed for the replacement hospital is two,
unchanged from the current hospital inventory.

The reduction in surgical capacity is appropriate. WAH underutilized its eight general
purpose operating rooms in recent years, with average utilization at approximately 70% of optimal
capacity. The six genergurpose OR surgical suite proposed for White Oak is projected to operate
at slightly over 90% of optimal capacity (defined as 1,900 hours/year for each of the six ORS)
during the first four years of operation. This capacity use is based on relativelystmode
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assumptions in surgical case growth at the new location, about 4.1% overall (inpatient and
outpatient) growth in OR time in the first four years

TableIV-34: Washington Adventist Hospitalds
Percentage of Optimal Capacity Used for Mixed Use Operating Rooms
Mixed L_Jse Total Number Mlxe_d Use No. Mixed Use | % Optimal
Operating Surgery Optimal ORs Capacity Used
Rooms Minutes Capacity
a b =1,900* 60 c d = (a/b)/c
2011 622,310 114,000 8 68.2%
2012 648,479 114,000 8 71.1%
2013 641,068 114,000 8 70.3%
2014 628,805 114,000 8 68.9%
2015 628,117 114,000 8 68.9%
2016 627,526 114,000 8 68.8%
2017 626,275 114,000 8 68.7%
2018 625,171 114,000 8 68.5%
2019 631,422 114,000 6 92.3%
2020 637,736 114,000 6 93.2%
2021 644,113 114,000 6 94.2%
2022 650,555 114,000 6 95.1%
2023 657,061 114,000 6 96.1%

1Optimal capacity of mixedise operating rooms at 80 percent of full capacity, which is 1,900 h
per year, as provided in COMAR 10.24.11.06A(1)(a)(ii).
SourceDI #27, p.90; DI #34, 25and COMAR 10.24.11.06.

From CY 2011 through CY 2014, the thresrdiac ORs at WAH have seen a decline in
use, from 54% of optimal capacity to 45%. From CY 2015 through CY 2018, the total number of
surgery minutes for these ORs are projected to continue to decline by slightly over five percent.
AHC projects stabilizabn of this trend and return to modest growth in the replacement hospital
in 2019. Coupled with the reduction in OR capacity, this is projected to raise use of these two
rooms to about 63% of optimal capacity (defined by the applicant as 1,188 hours/ytbartivo
dedicated cardiac surgery ORs). The special purpose ORs will continue to be underutilized at the
White Oak location, based on the SHP standard for general purpose rooms. However, the
availability of the second cardiac room is appropriate foar@iothoracic program hospital, to
assure adequate bacgg capacity when needed.
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Table IV-35: Washi ngton Adventist Hospitalds
Percentage of Optimal Capacity Used for
Special Purpose (Cardiac) Operating Rooms

: Special
=il O] N5y Plfrpose No. Cardiac % Optimal
PUEEES Uity Optimal ORs Capacity Used
(Cardiac) ORs Minutes plimz pacily
Capacity
A b=1,188*60 C d = (a/b)/c
2011 114,959 71,280 3 53.8%
2012 108,993 71,280 3 51.0%
2013 99,775 71,280 3 46.7%
2014 95,497 71,280 3 44.7%
2015 94,040 71,280 3 44.0%
2016 92,604 71,280 3 43.3%
2017 90,929 71,280 3 42.5%
2018 89,290 71,280 3 41.8%
2019 90,184 71,280 2 63.3%
2020 91,085 71,280 2 63.9%
2021 91,996 71,280 2 64.5%
2022 92,916 71,280 2 65.2%
2023 93,845 71,280 2 65.8%

1Optimal capaity as reported by AHC for special purpose operation room, per COMA
10.24.11.06A(1)(c).
SourceDI #27, P.90; DI #34, P.25.

Adventist has appropriately downsized surgical facility capacity in its proposed
replacement hospital, bringing it in line with the decline it has espeed in the demand for OR
time and the reasonable assumptions it has made about surgical service demand in the out years.
| find that the proposed project is consistent with this standard.

(3) Need Minimum Utilization for Expansion of Existing Facil ity .

This standard is not applicaliethis project.

(4) Design Requirements

Floor plans submitted by an applicant must be consistent with the current FGI Guidelines.
(a) A hospital shall meet the requirements in Section 2.2 of the FGI Guidaline

Applicantés Response

The applicant provided floor plans for its surgical department.

(c) Design features of a hospital or ASF that are at variance with the current FGI
Guidelines shall be justified. The Commission may consider the opinion df sta
the Facility Guidelines Institute, which publishes the FGI Guidelines, to help
determine whether the proposed variance is acceptable.
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Applicantés Response

The applicant states that its proposed facility does not include any design featuaes that
at variance with the current FGI Guidelines.

Reviewerds Analysis and Findings Regarding De

Based on the applicantédés assurance that th
feature of the proposed surgical suite are condistéh the requirements in the FGI Guidelines,
and my conclusion that the plans appear consistent with the guidelines, | find that the applicant
meets these standards.

(5)_Support Services
Each applicant shall agree to provide as needed, either aiyeor through contractual
agreements, laboratory, radiology, and pathology services.

AHC states that the hospital currently provides and will continue to provitleuse
services for laboratory, radiology, and pathology 24 hperslay. (DI #27, p92)

Reviewerd6s Analysis and Findings.

| find that AHC is consistent with this standard.

(6)_Patient Safety

The design of surgical facilities or changes to existing surgical facilities shall include
features that enhance and improve patient ef. An applicant shall:

(a) Document the manner in which the planning of the project took patient safety into
account; and

(b) Provide an analysis of patient safety features included in the design of proposed new,
replacement, or renovated surgictdcilities;

Applicantés Response

Adventist states that the current surgical department at WAH has a number of issues that
the proposed project will address. These issues and the proposed solutions offered by AHC in the
design of the replacement hospiare displayed in the following table.

106



Table IV-36: Surgical Facilities Design

Current Hospital

Replacement Hospital

Patients in the preand posiop areas must trave
through a major public corridor to get to t
operating rooms, which increases thigk for
infection transmission and limits patient privac

The surgery suites will be directly connected w
thepostanest hesi a care un
the PrePost procedure unit will be designed w
more than half of the treatment spacemslosed
private patient treatment spaces to enhance pg
privacy and lower the risk of airborne infectior
Staff will access this unit through an I&tyle
breakaway door system designed for maxim
observation and easy access to patients. (DIg21
48-49)

The existing facility predates the 2008 version |
the ASHRAE Standard 170 that address
Ventilation of Health Care Facilities and
referenced by the 2010 FGI Guidelines
Design and Construction of Health Cg
Facilities.

The new operteing rooms will be designed to get t
majority of equipment cords and gases off of the
floor.

The current facility does not accommodi
surgical booms that hold equipment and proy
several types of outlets and gases in orde
facilitate surgey, and staff has to maneuy
around many electrical cords and outlets that
become a safety hazard resulting in tripping |
injuries from falls.

The new ORs will place gases and outlets in strat
locations based on room standardization and pa
orientation.

The existing ORs at Takoma Park do not m
current standards with regard to size. The lar|
existing OR is only 493 square feet (8F)The
limited space within the existing ORs increa:
the potential for surgical field contaminatiom

a complex case that involves several surg
disciplines, the OR space becomes inadeqy
With the introduction of new instrumentation a
technology such as surgical microscopes an|
Vinci® Robots, the current ORs present
challenge to surgeommd staff.

The eight ORs in the replacement hospital
include four rooms with 600 SF and four rooms
over 650 SF (DI #27, Exh 9) AHC states these €
ORs will be appropriately sized to handle stafte
the-art surgical equipment and booms.

As a result of the different sizes and arrangem|
for the ORs at Takoma Park, each ro
configuration has a differing capacity for supj
and instrument storage. Since there is
standardized periodic automatic replenishim
(PAR) level for supplies @hequipment, there al
delays in providing patient care. (DI #27, p. 4

The surgical space in the replacement hospital
include standardized room sizes and shapes, W
will result in better staff familiarity and orientatio
AHC states that theonfiguration and design of th
surgery department wi

on providing the correct supplies, instruments,

equi pment at the right

The existing surgical department uses eleva
outside this departmernid transport equipmer
and supplies to and from Central Sterile Servit

As designed, the Central Sterile Services in W
Oak will have access to the Surgery departn
through a dedicated, direct elevator that will h
reduce infection risk to pamts and staff, an
improve department efficiency.

*American Society of Heating, Refrigerating, and-Bionditioning Engineers, a global society that focuses on building systems, energy

efficiency, indoor air quality, refrigeration and sustainabilityhivi the
"A[ M] ost surgical suites built
Healthcare Design May 31,

suite-designpartone

industry. Available athttps://www.ashrae.org/aboeashrae
now in hospitals
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Reviewero6s Analysis and Findings

The design of the proposed new surgical services department takes into account the safety
of the patients and the physicians and staff who treat them. 1 find that AHC meets this standard.

(7)_Construction Costs
The cost of constructing surgical facilities shall be reasonable and consistent with current
industry cost experience.

(a) Hospital projects.

) The projected cost per square foot of a hospital construction or renovation
project that includes surgical facilities shall be compared to the
benchmark cost of good quality Class A hospital construction given in the
Marshall Valuation Service® guide, updated using Marshall Valuation
Service® update multipliers, and adjusted as showntire Marshall
Valuation Service® guide as necessary for site terrain, number of
building levels, geographic locality, and other listed factors.

(i) If the projected cost per square foot exceeds the Marshall Valuation
Service® benchmark cost, any ratedrease proposed by the hospital
related to the capital cost of the project shall not include:

1. The amount of the projected construction cost and associated
capitalized construction cost that exceeds the Marshall Valuation
Service® benchmark; and

2. Those portions of the contingency allowance, inflation allowance, and
capitalized construction interest expenditure that are based on the
excess construction cost.

Please see the discussiorCainstruction Costat COMAR 10.24.10.04B(7).

(8)_Financial Feasibility.

A surgical facility project shall be financially feasiblefFinancial projections filed as part of an
application that includes the establishment or expansion of surgical facilities and services shall
be accompanied by a statement containegch assumption used to develop the projections.

(a) An applicant shall document that:
() Utilization projections are consistent with observed historic trends in use
of the applicable service(s) by the likely service area population of the
facility;

(i) Revenue estimates are consistent with utilization projections and are
based on current charge levels, rates of reimbursement, contractual

108



adjustments and discounts, bad debt, and charity care provision, as
experienced by the applicant facility or, if aew facility, the recent
experience of similar facilities;

(i)  Staffing and overall expense projections are consistent with utilization
projections and are based on current expenditure levels and reasonably
anticipated future staffing levels as experieed by the applicant facility,
or, if a new facility, the recent experience of similar facilities; and

(iv)  The facility will generate excess revenues over total expenses (including
debt service expenses and plant and equipment depreciation), if utdizat
forecasts are achieved for the specific services affected by the project
within five years of initiating operations.

(b) A project that does not generate excess revenues over total expenses even if utilization
forecasts are achieved for the servicdteated by the project may be approved upon
demonstration that overall facility financial performance will be positive and that the
services will/l benefit the facilityds prin

As | previously mentioned, the service area forgheeral surgical services program will
be similar to its MSGA service area. While AHC did not provide a response that directly addresses
theFinancial Feasibilitystandard in the General Surgical Services chapter, it provided a response
that addresses theverall financial feasibility for the relocation of the hospital at COMAR
10.24.10.04B(1) and at COMAR 10.24.01.08G(3)(d), which is the appropriate level of
consideration for this issue for this project.

I wi || di scuss the ipy ojJtexn dasr cc oimp | myanama lwy
consistency with  COMAR 10.24.10.04B(13kinancial Feasibility and with COMAR
10.24.01.08G(3)(d)Viability of the Proposal

COMAR 10.24 17 State Health Plan for Facilities and ServicesSpecialized Health Cae
Servicesi Cardiac Surgery and Percutaneous Coronary Intervention Services

The proposed project will relocate an existing cardiac surgery and percutaneous coronary
intervention (APCIO0O) service from Tdke®Stmta Par k
Health Plan chapter covering these services that was in effect when this application was filed was
adopted in March 2004 and underwent some modification in 2009 and 2Z8&Pplan made the
foll owing statement witdh respect to plan Aapp

E. Applicability. This Chapter of the State Health Plan applies to:
()] The establishment of new adult or pediatric cardiac surgery programs; and
(2) The establishment of percutaneous corgimatervention (PCI) programs.

A comprehensive uate of the State Health Plan chapter for cardiac surgery and PCI
services was established in August 2014, about one month before AHC submitted a modified CON
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application and about 10 months after its initial application filinhis updated plan was a
response to 2011 and 2012 legislation reforming regulatory oversight of cardiac surgery and PCI
services in Maryland.

Given the timing of this application and the clear statement in the regulations in effect
during the first ten months of this review thie regulations were only applicable to the
establishment of new surgery or PCI programs, | am not considering these regulations or the
updated regulations to be applicable in this project review. However, it is important to note that,
at this time, thex are no outstanding issues with respect to performance of WAH in the provision
of the specialized cardiovascular treatment services regulated by MHCC. Under the 2012
legislation and the regulations adopted pursuant to thatWail and the other hospitais
Maryland that provide cardiac surgery and PCI services will be subject to periodic evaluation of
their performance in providing these services, through a formal process called certificate of
ongoing performance review. These reviews are scheduledjiio in 2016.

The nature of the proposed relocation is not one that would be anticipated to have an
obvious impact on any other existing or proposed cardiac surgery or PCl programs. In
Montgomery County, Suburban Hospital in Bethesda provides cardigerguand PCI services.
Adventist Shady Grove Medical Center in Rockville provides emergency and elective PCI services
and Holy Cross Hospital of Silver Spring provides emergency PClohim  Pr i nce Geor
Count vy, Prince Geor gedsiaclwgerny antd BGl se@iees. tlte cardigcr o v i
surgery program has experienced very low case volume in recent years (an average of only 25
cases per year between 2008 and 2014) and the hospital is attempting to grow the program back to
reasonable actiwt levels in a collaborative effort with the University of Maryland Medical
System. MedStar Southern Maryland Hospital is a provider of both emergency and elective PCI
services.

Statewide, after declining for over a decade, cardiac surgery case voluamegreging
at most hospitals providing this service in Maryland in 2013. Through 2014, WAH has not seen
this change in the trend of declining cardiac surgery cases and case volume dipped below 300 cases
at WAH in 2014. The current Cardiac Surgery and 8&Vvices chapter of the SHP, COMAR
10.24.17, requires hospitals providing this service to maintain a minimum volume of 200 cases per
year.

One modification of surgical facilities proposed in this project that is related to the
provision of cardiac surggrand may also be related to the declining use of this service, is the
designation of two operating rooms at the replacement White Oak hospital as cardiac surgery
rooms, one less cardiac room than WAH currently operates in Takoma Park.
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COMAR 10.24.07State Health Plan for Facilities and Services: Overview, Psychiatric
Services, and Emergency Medical Services

I considered the proposed projectbdés compl
Psychiatric Services section©@OMAR 10.24.07 Thischapgrd s pr ovi si ons regard
services areut of date due to changes in the use of psychiatric beds and the dramatic changes in
theuse of hospital psychiatric beds (especially with respect to average length pastagll as
the role and scopef State psychiatric hospital facilities that have occurred dinbee c hapt er
developmentl reviewed only thosstandards that are still relevant and applicalblee psychiatric
standards were not the subject of comments filed by interested pattiesparticipatingentity.

AHCO eesponses to this section reflect psychiatric services as they are currently provided
in its 40bed psychiatric unit atWWAH, a general hospitagnd as they would continue to be
provided by Adventist Behavioral Health& B H paJso part of AHCjn a 40bed unitat the
Takoma Parkampus, after the relocation of the general hospital to White Oakfacility format
will transition to a special hospital for psychiatric services at that time.

Standard AP 1a Bed Need

The projected maximum bed need for child, adolescent, and adult acute psychiatric beds is
calcul ated using the Commi ssionés statewide ¢
need projection methodologies specified in this section of the Statethi®n. Applicants for
Certificates of Need must state how many child, adolescent, and adult acute psychiatric beds

they are applying for in each of the following categories: net acute psychiatric bed need, and/or

state hospital conversion bed need.

This standard requires an applicant to specify how many child, adolescent, and adult acute
psychiatric beds it seeks so that the bed need for each age group can be assessed independently.
AHC seeks to maintain its current program of acute psychiatriacgeirviTakoma Park, which is
limited to treating adults. The program operates 40 adult psychiatric beds and 40 adwitlbeds
be relicenseds a special hospital for acute psychiatric services.

AHC addressed thiBsychiatric Bed Needtandard under theedcriterion, COMAR
10.24.01.08G(3)(b). Its response and my analysis and findings will be presented there.

Standard AP 2a: Procedures for Psychiatric Emergency Inpatient Treatment

All acute general hospitals with psychiatric units must have written ggdures for providing
psychiatric emergency inpatient treatment 24 hours a day, 7 days a week with no special
limitation for weekends or late night shifts.

AHC has noted that the -fieensed unit will continue to provide emergency inpatient
treatment 2 hours a day, seven days a week with no special limitation for weekdays or late night
shifts. (DI #48, p. 2)
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Reviewero6s Analysis and Findings

If the project is approved, the licensure of theb4@ psychiatric unit will change to special
hospitali psychiatric that, while still part of AHC, will no longer be a psychiatric unit within an
acute general hospital. AHC has agreed to comply witrsthigdard, even though it technically
is not applicable.

| find that AHC is consistent with this stamda

Standard AP 2b: Emergency Facilities

Any acute general hospital containing an identifiable psychiatric unit must be an emergency
facility, designated by the Department of Health and Mental Hygiene to perform evaluations of
persons believed to hagemental disorder and brought in on emergency petition.

Applicanb s Response

AHC states that the Department of Health and Mental Hygiene has designated WAH as an
Emergency Psychiatric Facility and that the proposed ABH Takoma Park special psychiatric
hospital plans to retain thiesignation (DI #48, p. 3) Licensed mental health professionals from
ABH Takoma Park will perform faeto-face assessments of psychiatric patients on a 24 hours a
day, seven days a week ( fiRittions®n embrgeacy getitions t h n
brought to the replacement WAH orttee TakomaParkspecial hospital Mental health clinicians
will determine emergency admissionttee Takoma ParKacility by performing assessments of
prospective patients in accoraden with Emergency Medical Treatment & Labor Act
(AEMTALAO) requirements.

Reviewerd6s Analysis and Findings

Although this standard, like AP2a (above), technically does not apply to a special hospital
T psychiatric, AHC will continue with this desigmnat afterthe4db ed psychi atric un
in licensure.

The applicant satisfies thetandard
Standard AP 2c: EmergencyHolding Beds

Acute general hospitals with psychiatric units must have emergency holding bed capabilities
and a seclusion@om.

Applicanb s Response

AHC reports that, while the relicensed-d€d acute psychiatric unit will not operate as part
of an acute general hospital, Takoma Park will continue to have emergency holding beds and two
seclusion rooms for use in emergempsychiatric situations. The applicant has proposed that the
Emergency Department at the relocated WAH in White Oak will include a holding area for
psychiatric evaluations, and that ABH staff will perform the psychiatric evaluations at the White
Oak locaton. (DI #48, p. 3)
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The special hospitélpsychiatric unit will provide emergency inpatient treatment on a 24/7
basis with no special limitation for weekdays or late night shifts. The psychiatric unit at WAH is
currently designated by DHMH as an Egemcy Psychiatric Facilitgnd the rdicensed unit will
retain that designation.The relicensed acute psychiatric facility Trakoma Park will have
emergency holding beds and seclusion raoms

Reviewerds Analysis and Findings

Like AP2a and AP2b, thistandard technically does not apply to a special hospital
psychiatric. Despite that, if the project is approved, AHC will continue to have emergency holding
beds and two seclusion rooms for use in emergency psychiatric situations after the change in
licensure of the psychiatric unit in Takoma Park.

| find that the applicant is consistent with tetandard

Standard AP 3a : Array of Services

Inpatient acute psychiatric programs must provide an array of services. At a minimum, these
specialized arvices must include: chemotherapy, individual psychotherapy, group therapy,
family therapy, social services, and adjunctive therapies, such as occupational and recreational
therapies.

Applicanb s Response

AHC states thatpharmactherapy, individual psghotherapy, group therapy, family
therapy, social services and expressive therapies will be available to patibetSaktoma Park
special hospital

Reviewerdéds Analysis and Findings

| find that the application conforms to this standard.

Standard AP _3c_Psychiatric Consultation Services
All acute general hospitals must provide psychiatric consultation services either directly or
through contractual arrangements.

Applicanb s Response

Adventist states thatVA H 6 existing behavioral health unitrgvides psychiatric
consultation services through fukind partime staff psychiatristsand that this service will
continue to be provided at WAH after the change in licensure of the unit in Takoma Park.

Reviewerdéds Analysis and Findings

| find thatthe applicant igonsistent with this standard.
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Standard AP 5: Required Services
Once a patient has requested admission to an acute psychiatric inpatient facility, the following
services must be made available:

(i) intake screening and admission;

(i) arrangements for transfer to a more appropriate facility for care if medically
indicated; or

(iilnecessary evaluation to define the patien

(iv)emergency treatment.

Applicanb s Response

The applicant states tdvadss ABMHt Talkiomiac Rlar &z
the faceto-face evaluation to determine the psychiatric criteria and the most appropriate level of
care for the patient, and will make the arrangements for an appropriate transfer only if the needed
servicesarenovaa i | abl e. 0 (DI #48, p. 5) AHC notes t
whether a patient is medically stable to participate in psychiatric care. The applicant said that its
needs assessment clinical staff will conduct these evaluations aheédibhkoma Park and White
Oak locations.

Reviewerdos Analysis and Findings

| find the applicatiorio be consistent with this standard.

Standard AP 6: Quality Assurance

All hospitals providing care in designated psychiatric units must have segamaitten quality
assurance programs, program evaluations and treatment protocols for special populations,
including: children, adolescents, patients with secondary diagnosis of substance abuse, and
geriatric patients, either through direct treatment oeferral.

Applicanb s Response

AHC states that WAHO6s existing psychiatric

based uporthe proposed BH6 s per for mance | mprovement prog.l
Aspeci fic metri cs hebahaviord bealth patienteapuldiien sieeds auwelb n t
as accrediting and |Iicensing body standards, 0

based inpatient psychiatric services core measures, readmissions, seclusion, restraint, outcomes,
and dher CMS requirements. (DI #48, p. 5) The applicant notes that the behavioral health unit
has protocols and programming in place foiocourring disorders such as substance abuse.

Reviewerds Analysis and Findings

The special hospitélpsychiatrc will, like the existing unit at WAH, have a written quality
assurance program, program evaluations, and treatment protocols for special populations. 1 find
that the application is consistent with this standard.
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Standard AP _7: Denial of Admission Baed on Legal Status

An acute general or private psychiatric hospital applying for a Certificate of Need for new or
expanded acute psychiatric services may not deny admission to a designated psychiatric unit
solely on the basi s rathdrthdniclieicajpcateriai.ent 6 s | egal st

Applicanb s Response

AHC states that while tis nfit proposing new or expanded psychiatric services, no
individual will be denied psychiatric servickesa s ed on one ¢Dd4#48,p.§al st at us

Reviewer 6 adFidingd ysi s a

This standard, like others | have previously noted, technicallyos applicable
Nevertheless, AHC has noted that it will continue to comply with its requirements.

| find that AHC is consistent with this standard.

Standard AP 8: UncompensatedCare

All acute general and private freestanding psychiatric hospitals must provide a percentage of
uncompensated care for acute psychiatric patients which is equal to the average level of
uncompensated care provided by all acute general hospitadatied in the health service area
where the hospital is located, based on data available from the Health Services Cost Review
Commission for the most recent ZBonth period.

Applicanb s Response

AHC report s -bedinpatienMgsytldiagric undavided approximately 19.5%
uncompensated care for acute psychiatric patients during FY 2014. (DI #48, p. 6)

Reviewerdéds Analysis and Findings

| note thatHSCRCr eports each hospit altobabamountooo mpens
uncompensated care prouvitlas a percentage of gross patient revemutotal for a hospital, not
by specialtyor service line The following table provides the percentage of total uncompensated
care reported by acute care hospitals in Montgomery County and the State. As dboxiad
provided the highest proportion of total uncompensated care (12.2%) in Montgomery County for
FY 2014.

WAHG6s 12.2% | evel of uncompensa¥Yaatageohr e co
uncompensated care provided by the five acute care haspitdbntgomery County. The second
hi ghest total was Holy Cross Hospital ds 9. 3%.

by all hospitals within Maryland was 9.9%.

®¢ Though not included in the table above, the Adventist Healthcare Behavioral Health & Wellness
Services facility in Rockville provided appximately 9.8%uncompensated cafer FY 2014.
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Table IV-37: Total Uncompensated Care
Montgomery County Hospitals

Acute Care

General Hospitals Charity Gross Total

in Montgomery | Bad Debt Care Patient Uncompensated
County, FY 2014 Revenue Care %

($000s)
a b C (atb)/c

Washington
Adventist Hospital $ 22,529 $ 9,217 $ 260,310 12.2%
Holy Cross 15.487|  30,739| 497,855 9.3%
Hospital
Shady Grove 22210|  10,238| 404,445 8.0%
Medical Center
MedStar
Montgomery 4,631 4,722 176,387 5.3%
Medical Center
Suburban Hospital 8,267 4 501 298,919 4.3%
Total -
Montgomery $ 73,124 $ 59,418 $ 1,637,917 8.1%
County
Total - $316,025 $219,419 $ 5,428,604 9.9%
State of Maryland ’ ' T '

Source: HSCRC 2014 Annual Report on Uncompensated Care

Reviewerds Analysis and Findings

| find that Adventistods i npatdsmpexcesgobtlyec hi at
average level of uncompensated care provided by all of the acute general hospitals located in
Montgomery County, and that the applicant is consistent with this standard.

Standard AP 12a: Clinical Supervision
Acute inpatient psychiaic services must be under the clinical supervision of a qualified
psychiatrist.

AHC states thatloardcertifiedpsychiatrist will direct the multidisciplinary mental health
professional team providing care at the unit when it is relicensed as s$pepahli psychiatric.
The applicant notes that the medical directors at WAH and at the proposed Takorspeeark
hospitalwill evaluate and review the work and recommendations of all staff psychiatrists

Reviewerds Analysis and Findings

AHC is consstent with this standard

Standard AP 12b: Staffing Continuity

Staffing of acute inpatient psychiatric programs should include therapists for patients without
a private therapist and aftercare coordinators to facilitate referrals and further treatment
Staffing should cover a sevetiay per week treatment program.
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AHC states that the psychiatric patients a
therapeutic programming which provides active treatment in compliance with standard of practice,
sevendays per week. O (DI #48, p . 7) The appli
responsible for coordinating aftercare planning, which includes making the appointments and
referrals to outpatient providers, and will be responsible for enstiraigan aftercare plan with
recommendations i s transmitted to the patient

The applicant reports that the inpatient psychiatric program at the relicensed special
hospitatpsychiatric will be directed by a boacertified pgchiatrist and the staff will include
therapists who wil/ have responsibility for t

Reviewerbds Analysis and Findings

The application is consistent with this standard.

Standard AP 13: DischargePlanning and Referrals

Facilities providing acute psychiatric care shall have written policies governing discharge
planning and referrals between the program and a full range of other services including
inpatient, outpatient, longterm care, aftercare treatment pgrams, and alternative treatment
programs. These policies shall be available for review by appropriate licensing and certifying
bodies.

AHC states that it will follow discharge p
t hat t he peset of eanetnéesls areamnettthrough a variety of services that include
inpatient, outpatient, partial hospitalization, aftercare treatment programs, and other alternative
treatment programs. 0 (DI #48, p. ikgavalablae app
for review by the appropriate licensing and certification bodies.

Reviewerés Analysis and Findings

| find that the application is consistent with this standard.

B. COMAR 10.24.01.08G(3)(b)Need

The Commission shall consider the apgiole need analysis in the State Health Plan. If no
State Health Plan need analysis is applicable, the Commission shall consider whether the
applicant has demonstrated unmet needs of the population to be served, and established that
the proposed project meethose needs.

The question of the need for this project is also addressed at COMAR 10.24.10.04B(5),
and at COMAR 10.24.01.08G(3)(c), both of which deal with aspects of cost effectiveness.

Applicantdés Response

AHC: The Need for Replacement and Reltben of WAH

In evaluating its options for modernizing WAH, AHC compares alternative approaches
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using a set of seven clusters of objectives it wants to satisfy. AHC views the optimal alternative
as one that: (1) would ensure positive financial feasybdind viability; (2) improve facility
infrastructure, access and operability; (3) have the ability to improve or achieve regulatory
compliance; (4) have an ability to improve the clinical experience for both inpatients and
outpatients; (5) have positive monunity implications; (6) have minimal impact on operations;
and (7) provide potential to expand services.

AHC outlines its analysis of the option of phasedsda replacement at the existing
hospital campus and the option of relocation and replaceomeatnew campus, noting that it
examined the ability of these options to achieve its primary project objectives and their costs. The
applicant concludes that the -eite replacement option would be comparable in cost to the
relocation option and highly digptive to ongoing operations over a substantial time period while
failing to address the problems presented by the small size of the campus and its (@d&tibn
p.32-38 and Exh. 2-B1).

AHC: The Need for Beds at the Replacement Hospital:
Medical/Surgical/Gynecological/Addictions Beds

This proposed replacement hospital is designed to provide 152 Medical/Surgical/
Gynecological/ Addictions (AMSGAO0) beds i n pr
medical/surgical care and 28 for interestare. AHC reports that the existing WAH has a physical
capacity for 239 MSGA beds, 205 general medical/surgical beds in 136 rooms and 34 intensive
care beds in 33 rooms. In the current fiscal year, WAH is licensed for 169 MSGA beds. AHC
notes that thnagh this replacement hospital project, it is proposing abeifreduction in physical
MSGA bed capacity, a tbom reduction in MSGA patient rooms, and a physical bed capacity
for MSGA beds that is 17 beds fewer than its current licensed MSGA bed caflac#g7, vol.

2, Exh. 1, Table A

Adventist HealthCare, Inc. notes that its MSGA bed need projections involve three general
steps: (1) defining the service area of the replacement hospital; (2) establishing appropriate
assumptions for forecasting demdiod beds by the service area population; and (3) projecting
bed need within the Washington Adventist Hosp
determined that the existing hospitalodés CY201
codeareas si x | ocated in Montgomery County, si x |
located in the District of Columbia. AHC concludes that 43 zip code areas accounted for 85% of
WAHG6s 2013 MSGA discharges, with 13inPrmeeated i
Georgebs County, one in Howard County, and el
refers to this as WAHO6s total service area or

Recognizing that even a short move of approximately six miles will have antiopéhe
current service area, AHC defines the relocat
the replacement hospital, proximity to other hospitals, drive times, major streets and highways,
current market share of other providers, and mhgsirelationships. AHC states that it: (1) first
identified the proximity of the zip code areas in terms of drive time and distance to all acute care
hospital providers; analyzed the relationship between current market share and distance or travel
time to the zip code areas; and forecast the expected shift in market share that would result from
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the proposed replacement hospital. It notes that it recognized both the distance and its current
market presence within each zip code area. (DI #27, pplQ6)L

The applicant states thdt af the market dynamics above were considered and weighted
into the adjustment, but due to the unique characteristics of each zip code area, a standard
weighting formula was not applied to avoid flawed res($ #34, pp. 3233) AHC states that it
then identified the primary and secondary service area zip code areas for the relocated hospital,
based on the estimated discharges that would have resulted from the shift in market share. As a
result of this analysisAHC determired that moving to the White Oak location would tighten
WAHO6s current service area, reducing the numb
does not identify any new service area zip code areas that would result from the relocation. (DI
#27, p. 106)

AHC reports that it performed a bed need analysis for this redefined service area, first
considering recent discharge rate trends. AHC notes that MSGA discharges have declined in its
expected White Oak service area by 10.7% between 2009 and 2013 wiitaiédé discharges
decreasing by 4.6% since CY2009 and-iMedicare discharges declining by 15.7%. The result
has been a decline in the overall discharge rate (use rate) from 72.9 to 62.5 discharges per thousand
adult population. AHC cites four factoraderlying this decline in the MSGA use rate: (1) a shift
from the inpatient to the outpatient setting for diagnosis and treatment of some conditions; (2) an
increase in observation stays, substituting for admission of such patients for short, typesally on
day, inpatient stays; (3) a loss of insurance coverage by patients due to poor economic conditions;
and (4) an increased emphasis by payers and regulators on reducing readmission of patients
recently discharged from the hospital. (DI #27, pp-108)

The applicant states that, in addition to recognizing historic trends, it also considered the
potential for changes due to the Affordable Care Act, and related health care reform legislation
and the health of the baby boom generation. AHC assumesambnnud ec |l i ne i n WAHEC
area population use rate of five percent for the years 2014 through 2016, and a flattening of the
use rate after 2016 through 2023. (DI #27, pp-1G@89 and DI # 34, p . 36)
projected MSGA discharge rate, by afgg 2023 is as follows:

Table 38, AHC Use Rate Estimate and Projection
by Age CohortOr i gi nati ng i n

Total Annual

Ages | 2013 |2023 Ch‘;tr]i]e Cha#g‘e
15-44 | 231] 196 -15.0% 1.6%
45-64 | 634 53.9 115.0% “1.6%
65-74 | 133.3113.8 [14.6% “1.6%
75+ | 287.9)248.9 [13.6% “1.4%
Total 62.5| 60.4 3.4% -0.3%

Source: DI #27, p. 109.

5 1 n A H@@sts, MSGA patients over 65 were grouped into Medieere patients aged ¥ into
non-Medicare.
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AHC notes that it made the following assumptions about population change in the service
area using Nielsen Claritas popudat estimates and projections.

Table 39: AHC Population Estimates and Projections
Originating in WAH's TSA

Total Annual

Ages 2013 2023 Change Change
15-44 | 453,329| 441,124 -2.7% -0.3%
45 -64 | 280,566| 312,681 11.4% 1.1%
65-74 72,949| 123,271 69.0% 5.4%
75+ 55,269| 71,399 29.2% 2.6%
Total 862,113| 948,475 10.0% 1.0%

Source: DI #27, p. 109.

T he ap pplojeated use ratsapplied to the projected populatibg AHC, yielded a
total service areprojection of 57,317 MSGA dischargesCY2023 an increase of 6.3% (3,409
discharges) over the d@ar period. AHC projectthattotal Medicare discharges (patients 65 and

older)will increase from 25,638 in CY2013 to 31,801 in CY2023, an increase of 24.0%haand

total nonMedicare discharggpatients 15 through 64yould decline fron28,270 in CY2013 to
25,516 in CY2023, ardp 0f9.7%, as detailed in the following table.

Table 40: AHC MSGA Discharge Projections
by Age Cohort Originating in WAH's TSA

Total | Annual

Ages 2013 | 2023 Change|Change
15-44 10,472| 8,662 -17.3%| -1.9%
45 - 64 17,798| 16,854 -5.3%| -0.5%
65 - 74 9,727| 14,033| 44.3% 3.7%
75+ 15,911| 17,768 11.7% 1.1%

Total 53,908| 57,317 6.3% 0.6%

Source: DI #27, p. 109

AHC notes that it next analyzed average length of(stdyA L OS 0 )
yearstin the expected service area for Maryland hospitals that serve the area and found that ALOS
for nonMedicare patients had increased an average of 12.4% feMaditare patients, to 4.6
days, and 1.5% for Medicapatients, to 5.2 days. AHC did not project further increases in ALOS.
l't projects patient
the most recent ALOS by the two payer groups, Medicare and/liedicare. The applant then
divides the projected pat
a target occupancy rate of 80% to arrive at a projection of MSGA bed need for the TSA in 2023.
AHC projects a need for 974 beds for Maryland hospitats gbrve the aregDI #27, pp. 110

12)
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AHC assumes that 20.2% of this bed need (196 beds) would be met by hospitals outside

Mont gomery Georgeos

and

Pr

i nce

Count i

€es

within those two jurisdictions witdemand for 778 MSGA beds originating from the TSA.

Based on each hospitaldés FY 2015 licensed
proportion of each hospitalédés 2013 MSGA patie
that 756 bedsimte t wo countyds hospitals would serve
in the TSA. AHC makes a further adjustment for the proposddl@d r educt i on |
MSGA beds and the portion of WAHOGs days

following table. At its bottom line, AHC projects the need for an additional 36 MSGA beds by

2023 to serve the demand originating in the TSA. (DI #27, ppl2)0

Table 41: Adventist HealthCare Projected MSGA Bed Need for the
Washington Adventist Hospital White Oak Expected Service Area

Projected Estimated Projected Average Target
Average ; : Bed Need
CY 2023 Patient Daily Occupancy
. Length of
Discharges Days Census Rate
Stay
Medicare 31,801 5.2 166,565
Non-
Medicare 25,516 4.6 117,826
Total 284,391 779 80% 974
CY 2013 Market Share Leaving Montgomery (196)
MSGA beds Needed in Montgomery and Princ 778
Mont gomery and Prince Georgeds HeOpEXpeadd 756
Service Area
Additional MSGA Beds Needed based on 2015 Licensed Beds 22
| | | | |
Proposed WAH MSGA bed reduction 19
Adjusted for Percent of WAH Patient Days from Service Area (75.9%) 14
|
Net Bed Need 36

Source: DI #27, pp. 111-12.

AHC: Obstetic Beds®

AHC notes that its proposed replacement hospital is designed to provide 18 postpartum
beds for obstetric patients, all in private rooms. AHC reports that WAH currently has a physical
capacity for 30 obstetric beds in 20 rooms. For licensungoses, WAH currently allocates 21
of its total 230 acute care beds to obstetric service.

The applicantassumes that use obstetricservices by the female population a
fiadjusted TSA will increase byan average 00.5% per year through 2023This sevice area
consists ofL6 zip code aread,2 of which are among the 18 current top contributing zip code areas
for obstetricpatients that AHC reported to have cumulatively accounted for 85% obtustttric
discharges plus four additional zip code ar@a® Laurel zip codg, the Burtonsville zip code,

59|

summari zed AHCO6s r es ponsundetCOMARNLG.24r1204(d4), tiemaed o b st ¢
standard in the Acute Hospital Inpatient Obstetric Sern@tegpter supra p.86
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and an additional Silver Spring zip code) described by AHC as the service area for the relocated
h o s p iolistatticEes/ice. AHC does not expesik of the zip codes areas in its current service
area tacontinue to be in the obstetric service area of the relocated hospital.

AHC basests growthassumptiorfor obstetricserviceson projected growth in the newborn
population by its demographic service, Nielsen Clarita®.4% increase inbstetricdischarges
in the adjusted TSA between 2013 and 2023 (described as an average annual growth rate of 0.5%)
is projected AHC assumes that the average length of staglfstetricdischarges in 2023 will be
2.6 days, the ALOS observed in the adjusted TSA in 2@&3C assunes amaverage annual bed
occupancy rate of 65%haracterized by AH@s a fAconservative appr oxi
utilization for hospitals i n ,Kprodusggpandemmagd and |
forecastfor 84 obstetricbeds for he adjusted TSA and a demand forecast of 78 beds for the nine
Mont gomery and Prince Georgeods County hospita
uses market share assumptimns the adjusted TSA to calculate that the nine subject hospitals
provide only 76 beds to meet the demand from that service area. This two bed deficit, based on
the 78 bed demand forecastcoupledby AHC with the bed reduction proposed for the relocated
WAH to suggest an overall deficit of four beds for that segment oadnested TSA demand
served by the nine hospita(®I #27, pp. 11719)

AHC: The Need for Emergency Department Treatment Capacity

AHC reports that it designed the proposed replacement hospital to provide 32 Emergency
Department treatment spaces. WAutrently operates 26eatmentspaces. The replacement
facility is also proposed to contaiwo mental health evaluation roonmsthe ED and 12hort
stay clinical decision roonfer observation, located adjacent to the ED.

AHC identifies an expected E§ervice area for the White Oak location, which represents
a northward shift from the current hospital s
area lying to the north of its current service area, one in Montgomery County and one in Howard
Cout y, and | eaving out four zip code areas 1in
end of the service are@®l #27, p. 54-57)

The applicant projects modest growth in ED visits through 2019 and annual growth of 2%
after putting the White Oak ptacement hospital into operation. It attributes this expected growth
in service volume to the White Oak siteds rel
proportion of elderly and indigent persons in the White Oak community (including¢sMijlatand
Langley Park). AHC pijects anED visitvolume of 49,10@&D visitsin 202Q The applicant states
that its proposal to develop an Emergency Department withedBnent spacdalls within the
ACEP guidelineof 25 to 33 spacder an ED with40,000to 50,000 annualisits. (DI #38, p.53)

®0AHCO mesponse to October 15, 2014 completeness questions (DI #34, p. 21)

®11t appear that AHC uses 2013 market shares but doesewitysine year

2] summari zed AHCO6s response uhder COMAR 12.60dB(f4)pr ED t
the project review standard regarding Emergency Department Treatment Capacity and Spabeuie the
HospitalServices Chaptesupra,p.71.
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AHC: The Need for Surgical Faciliti&ss

AHC proposes to construct eight general and special operating rooms in the White Oak
replacement hospital and two ORs dedicated to caesarean section procedupests i r@irrent
OR capacity of eleven general and special purpose ORs and$e«ctiGn rooms

Adventist expectthatthe service area for surgical patieatthe replacement WAH will
be similar tothe service arebor MSGA services.AHC states thait calculatedprojections of
i npatient surgical vol ume based on the obse
projected MSGA admissions, and observed surgical minutes per case. (DI #27, p. 89 and DI #34,
p. 26) In projecting outpatient surgerglyme, projections were based on population growth
adjusted for the migration of surgery cases to other settings, such as phygicgh surgical
centers. Instead of using the general assumption in COMAR 10.24.11.06A(2)(a) of 25 minutes
for an average tmaround time, AHC used 30 minute$he applicant states that it made this
assumptiorbasedoc onsul tation with the projectés hea
#34, p. 28)

AHC projects that WAHOs i npat ifeethenexttireee v ol |
years, and by 16% over tBevenyear period of 2012018 In contrast, outpatient surgical case
volume is projected to return to growth in 2015, but not reach the annual case volume experienced
in 2011 until 2023, an average increasene per cent per year between 2016 and 2023.

AHC: The Need for Acute Psychiatric Beds
AHC states that WAHOGs current -bedortpatiént ser vi

psychiatric unit consists of 50 zip code areas that account for 85.2% lofrdjes from the unit
based on data from CY 2013, with 24 zip code areas located in Montgomery County, 18 in Prince

Georgebs County, and eight in the District of
primary servi ce ar epmcode aréasthab gccounpfor 61.2% ofgdischafges] 8
which include 11 in Montgomery County and se\

code areas accounted for over 100 discharges
and 20910 (Silver Sprg), with 109 discharges. The remaining localities in the PSA include
Hyattsville, Silver Spring, Rockville, Germantown, Gaithersburg, Greenbelt, Lanham, Riverdale,
and College Park. (DI #48, pp-1®)

AHC is not proposing to relocate and replace thistimg WAH psychiatric facilities in
White Oak, but to leave them in place in Takoma Park. AHC states that, since Adventist
Behavioral Health will operate the inpatient psychiatric beds as a special hospital for psychiatric
services atthe current Takoirdaa r Kk si t e, the psychiatric bed ne
TSA for the psychiatric unit, with no adjustments for service area or market share, is appropriate.
(DI #48, p. 11)

The following table provides AuHil@dion foa sses st

63 summari zed AHCO6s response to the need for opel
compliance with COMAR 10.24.105B(2), the General Surgical Servic€haptersuprg p.101.
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i npatient psychiatric beds operating at acute
County® During the five year period shown, acute psychiatric discharges in this setting dropped
by 9.0%.

Table IV-42: AHC: Acute Care Hospitals in Montgomery and
Prince George's County Acute Psychiatric Patient Discharges
CY 200971 CY 2013

Hospital 2009 | 2010 | 2011 | 2012 | 2013 | > Yea

Change
Washington Adventist 1,972 | 1,757 | 1,703 | 1,670 | 1,564 -20.7%
Holy Cross Silver Spring* 43 85 96 82 64 48.8%
MedStar Montgomery 1,213 | 1,234 | 1,223 | 1,123 | 1,054 -13.1%
Adventist Shady Grove* 38 42 29 38 36 -5.3%
Suburban 1,075 | 1,189 | 1,376 | 1,254 | 1,247 16.0%
Total i Montgomery Co. 4,341 | 4,307 | 4,427 | 4,167 | 3.965 -8.7%
Laurel Regional 764 800 892 719 793 3.8%
Prince George® 1,266 | 1,341 | 1,400 | 1,349 | 1,304 3.0%
MedStar Southern Maryland 1,280 | 1,289 | 1,221 | 1,057 907 -29.1%
Fort Washington* 7 6 8 4 5 -28.6%
Doctor's Community* 15 16 13 6 7 -53.3%
Totali Pri nce Geor g/ 3332]|3452| 3534 | 3,135 | 3,016 -9.5%
Total i Both Counties 7,673 | 7,759 | 7,961 | 7,302 | 6,981 -9.0%
Annual Change 1.1% | 2.6% | -8.3% -4.4%

Source: DI #48, p. 12
*These general hospitals do not operate organized acute psychiatric programs and are only included here to provide a
complete picture of demand. They account for less than two percent of thetwo-c ount y ar e totallisckamest al s 6

| note that Adventist Behavor al Heal t hdés special hospital for a
thetwscounty areads | argest psychiatric hospital s e
gener al hospitals in Mont gomer ysychiatrid unRst whiclcAHC Geor g e
focuses on in its analysis, currently operate a total of 152 licensed acute psychiatric beds. The Department

of Health and Mental Hygiene has allowed Adventist Behavioral Health Roc k vi | &Xbeflaci | it
special hospitaon the Eastern Shote operateunder a single special hospital license. On a combined

basis, these two facilities have seen utilization peak, in recent years, at just under 40,000 patient days in
2012. In 2014, they are reported to have provided, con@ined basis, 33,101 days of patient care, a

decline of 16% since 2012. On a proportional basis, given the bed capacity of these facilities, this most
recent use suggests that the Rockville hospital may have operated at an occupancy rate of approximate
74%. MHCC Annual Survey of General and Special Hospital Services and OHCQ licensure records.
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AHC reports thbadapsychMicHidits expérienced a 21% drop in acute
psychiatric patient discharges from CY02hrough CY 2013. In Montgomery County, Suburban
Hospital s psychiatric unit had strong growth
Montgomery Medical Center saw use declirle 3 . 1 %) . I n Prince Georgebo
two hospitalmi t s saw modest growth (3 to 4%) while N
decline in psychiatric patients (29.1%). As can be seen in the above table, the decline is demand
for psychiatric hospitalization over this period was concentratedaryears, 2012 and 2013DI
#48, p.12)

In projectingbed need for acugesychiatricservice gener ated i n WAHO6s p
AHC assumes that the most recently observed use rates for general hospital psychiatric services
will remain steady. (DI #& , p . 12) AHC states that the ove

psychiatric TSA was approximately 1.4 million in CY 2010 and will reach about 1.5 million by
CY 2018. (DI #48, p. 11) The applicant calculates that the overall increase in the populatio
between CY 2010 through CY 2013 was approximately 3.7%.

In the following table, AHC projects that the number of inpatient psychiatric discharges
originating in the TSA will increase 6.9%, an average of about 0.6% per year, between 2013 and
2023, an dditional 344 discharges. (DI #48, p. 13)

Table |V43 AHCZPTO]ECted 2023Acute CY 2023 PsyCh D|SChargeS
PsychiatricDischarge By Age Cohort .. . .
ForWAH Total Service Area Originating in WAH TSA
Total Annual 150
Ages | 2013 | 2023 Change | Change 380
15-44 | 3,022 | 2,971 1.7% | -0.2% 15-44
45-64 | 1,626 | 1,839 13.1% 1.2% 45-64
65-74 224 380 69.6% 6.3% 1,839
2,971 65-74
75+ 124 | 150 21.0% 1.9%
Total | 4,996 | 5,340 6.9% 0.6% 75+

Source: DI #48, p.13

AHC reports that ALOS for Medicare patients discharged from psychiatric facilities has
been declining, a 17.4% decline between 2009 and 2013 drtti¢h&LOS of the noiMedicare
population increased (7.8%) over the same time pe(iXid#48, p.13).
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Table IV-44: AHC: ALOS for Acute Psychiatric Hospital Discharges i
Medicare Patients
| Montgomery and Prince Geor ge@Yys200Q-0Qy 2013y

Provider 2009 | 2010 | 2011 | 2012 | 2013 gh:lﬁgg

Washington Adventist 7.7 6.9 7.1 9.0 7.1 -7.8%
Holy Cross Silver Spring 6.6 4.3 3.3 4.4 4.0 -39.4%
MedStar Montgomery 7.5 8.2 8.0 6.5 4.9 -34.7%
Adventist Shady Grove 5.7 4.9 2.4 4.3 4.3 -24.6%
Suburban 9.0 7.6 7.8 6.7 7.1 -21.1%
Laurel Regional 8.8 4.8 6.8 5.6 4.5 -48.9%
Prince George(s 7.5 7.4 9.8 7.7 8.7 16.0%
MedStar Southern Maryland 9.6 4.7 55 8.3 3.7 -61.5%
Fort Washington 0.0 0.0 7.0 0.0 0.0 0.0%
Doctor's Community 3.0 2.0 1.3 35 0.0 -100.0%
Other Providers 140 | 153 | 19.2 | 191 | 121 -13.6%
Total 8.6 7.8 8.6 8.3 7.1 -17.4%

Source: DI #48, p. 13

Table 1V-45: AHC: ALOS for Acute Psychiatric Hospital Discharges i
Non-Medicare Patients
Mont gomery and Prince Georgebds Cou@¥2913(

Provider 2009 | 2010 | 2011 | 2012 | 2013 (:Sh\;ﬁgre

Washington Adventist 4.8 5.1 5.2 5.8 5.6 16.7%
Holy Cross Silver Spring 3.7 2.7 5.0 3.1 5.3 43.2%
MedStar Montgomery 51 4.5 4.3 4.3 3.7 -27.5%
Adventist Shady Grove 4.1 2.9 3.1 2.9 4.2 2.4%
Suburban 51 | 51 | 47 | 49 | 5.0 -2.0%
Laurel Regional 4.0 3.3 4.0 4.4 4.2 5.0%
Prince Georgeb s 5.4 5.7 5.3 5.1 5.6 3.7%
MedStar Southern Maryland 4.8 4.3 5.7 4.5 5.1 6.3%
Fort Washington 3.0 2.0 0.0 0.0 3.0 0.0%
Doctors Community* 3.9 2.1 1.4 15 31.0 694.9%
Other Providers 7.7 8.1 10.6 8.8 9.9 28.6%
Total 51 51 5.3 5.3 5.5 7.8%

Source: DI #48, p. 14
*AHC states that Doctors6ALOS was based on one patient in CY 2013 who was discharged after 31 days.
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Using a bed need methodology similar to the one it used to calculate MSGA bed need,
AHC gpplies CY 2013 ALOS by the two payor groups to its CY 2023 discharge $braica, 340
to project patient days originating in the WAH TSAhe applicant assumes an average annual
occupancy rate target of 70%, yielding a bed need forecast of 118 acute psychiatric beds for the
WAH TSA in 2023, as shown in the following tablgl #48, P.14)

Table IV-46;: AHC: Acute Psychiatric Bed Need i 2023 Projection
Based on Discharges Originating in WAH TSA

Total
.CY s ALOS | Patient | Occupancy e
Discharges Need
Days
a b axb=c d (c/365)/d
Medicare 531 7.1 3,749 70.0% 15
Non-Medicare 4,810 5.5 | 26,300 70.0% 103
Total 5,340 5.6 | 30,050 N/A 118
CY2013 Market Share Leaving Montgomery &
Prince George's Co. 16.2% (19)
Beds Needed in Montgomery & Prince George's County
Hospitals 99

Source: DI #48, p. 15

WAH states that, istorically, about 16.2% of acute psychiatric patient days originating in

the WAH TSA use facilities outside of Mont gom
total inpatient psychiatric bed need to take into account only the beds needed thespatents
who receive inpatient psychiatric care in the

total need for 99 inpatient psychiatric beds for acute care facilities serving Montgamddpyince
Georgebs County. (DI #48, P. 14)

AHC calcubtes the number of licensed psychiatric beds in Montgomery and Prince
Georgebds County gener al hospitals currently s
following table.
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Table IV-47: AHC: Licensed Psychiatric Beds Serving the WAH TSA

. Days Total IODA]a;; FYf 200 Bed_s
Provider From WAH Days Erom Licensed | Serving

TSA WAH TSA Beds TSA

a b ab=c d c*d
Washington Adventist 7,605 8,770 86.7% 40 35
Holy Cross Silver Spring 270 291 92.8% - -
MedStar Montgomery 2,713 3,953 68.6% 20 14
Adventist Shady Grove 136 147 92.5% - -
Suburban 4,407 6,457 68.3% 24 16
Laurel Regional 1,730 3,415 50.7% 14 7
Prince George® 5,333 7,342 72.6% 28 20
MedStar Southern Maryland 1,126 4,256 26.5% 25 7
Fort Washington 3 18 16.7% - -
Doctor's Community 31 48 64.6% - -
Total 23,354 | 34,697 N/A 151 99

Source: DI #48, p. 15

AHC states that its analysis supports the need for the continued operation of the 40 inpatient
psychiatric beds currently licensed at WABI #48, p.19. The applicant concludes, as shown in
the following table, that the current inventory of psychiatric beds at Montgomery and Prince
Georgebs County gener al hospitals is in balan
need to meet, based ¢ime historic accommodation of demand from the WAH TBd, there
currently is neither an excess nor an undersupply of acute psychiatric beds.

Table IV-48: AHC: Net Psychiatric Bed Need
for WAH-Takoma Park TSA

Net Psychiatric Bed Need for WAH - Takoma Park TSA
Psychiatric
Bed Need
Psychiatric Beds Needed at Montgomery & Prince George's County
Hospitals 99
Beds Available to Serve WAH TSA in Mont. & P.G. County -99
Psychiatric Net Bed Need 0

Source: DI #48, p. 15

AHC also examined the prcted impact of the six psychiatric beds at Holy Cross
Ger mant own Hospital (AHCGHO) that came into o]
assumes that these six psychiatric beds will serve: patients already going to hospitals in
MontgomeryandPi nce Georgebés County,; patients who o
Mont gomery and Prince Georgeods County; or pat
previously would have sought care in other counties. AHC states that it expects theed@¥:H
into the market to increase the number of psychiatric patients originating in the WAH TSA who
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wi || be accommodated by beds in Mon¢tgrdaner y a
increase the imigration of patients originating outside of the TSA.addition,AHC states that

it expects that the methodology to adjust the number of psychiatric beds available to serve the
WAH TSA downward accordingly to represent any lost market share to the new hospital from the
exi sting hospigrams ocpaiating 81¥hesh twajarisdictonsp (DIa#48, p. 16)

Interested Party and Participating Entity Comméntkeed Criterion

MedStar Montgomery Medical Center

Citing the Commi ssi onos -1Blc)aNedStae MontgomeryHe a |l t |
Medica | Center states that the Commi ssionds stat
review require an assessment of the public need for the proposed project. MMMC further states
that there are two distinct parts of the proposed project thaldshelevaluated. The first part is
the need to replace the existing physical plant, a need that MMMC believes has been sufficiently
demonstrated. The second distinct part that MMMC believes the Commission should evaluate is
the appropriateness of the posed location to meet the needs of the population to be served.
MMMC believes that the population currently being served is the population to be considered
when evaluating the appropriateness of the proposed location. It concludes that AHC has failed to
demonstrate that the needs of this population will be met by the proposed relocation to the White
Oak site. MMMC states that the area surrounding the White Oak site is already well served by
three acute care hospitals and that there is no need for additatecare service in the proposed
| ocation. MMMC al so notes that AHCOs anal ysis
not Aaddress the basic guestion for awar din
Oak/Fairland or the Takoma Parlcétion is the more appropriate one to meet the needs of the
popul ation that WAHS(#SE, phlg2d)t ori cally served. o

City of Takoma Park

In its February 9, 2015 comments, the City of Takoma Park states that the application
presents an incompktmethodology for developing MSGA and ED service areas because the
methodology does not adjust the service area to accurately reflect the change in travel to the
hospital that would result from the relocation. CTP states that, had AHC used the methodology
applied by MHCC in 2009 [si€] the primary service area would not include: zip code 20912
(Takoma Park); zip code 20910 (Silver Spring); and zip code 20782 (Hyattsville). (DI #5; pp. 25
28 and App. B) CTP al so not e guedtidnaregarding@d s r e
methodology for developing its proposed MSGA service area indicated that the method involved
gualitative assumptions. The City states tha
code 20782 will fall from 55 to 40 percentbeca e 6 WAH has the | argest m
and oO0drive times and distance increase to WAH

® AHC assume a reduction of oummigration of patients or, alternatively, what could be described as a

higher patient retention rate.

% MedStar Montgomery M d i ¢ a | Center 6s FebAHLAwlic&ion (A L52,%. ¢ o mme
21).

67 CTPappears tde referring to the methodology used by the Reviewer in the 2012 WAH Recommended
Decision, which was withdrawn before Commission action.
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decrease is arbitrary and not supported by the data driven approach used in the prior review. It
notes that, isuch a data driven approach were used, the market share for this zip code area would
be closer to five percent. (DI #69. 6

Applicant 6s ResipNead €deriano Comment s

Whil e AHC did not specifically respond tc
population currently served by WAH will not be met by the proposed relocation to White Oak,
AHC states that access for the population in
well within the State Health Plan standard of an optimal drivedifrB8 minutes or less for general
medical/surgical and intensive care services. (DI #59, ph6)15

Regarding the comments of the City of Takoma Park that the application does not present
a complete methodology for developing the proposed MSGA seavee AHC states that its
responses to the December 4, 2014 completeness questions explain its methodology and rationale

for the assumed changes i n mar ket-24%5 AHCistatesand Al
further that the City citesnodatasnu pport of i ts position that t|
Takoma Park and parts of Hyattsville includi|
primary service area, and notes that changes in drive times and travel were considered in assessing

the i mpact on mar ket share for each zip code a
points out that its analysis indicates that both Takoma Park (zip code area 20912) and zip code

area 20782 will remai n i n Wdchtions (Dp#BA, ppad) vy s er vi

Reviewerdéds Analysis and Findings

| first want to note that comments by the parties that addressed some aspect of need for this
project or for proposed facility and service capacity are summarized and addressed in this
Recomnended Decision within other standards and criteria imotpd (1) COMAR
10.24.10.04B(5% the Cost Effectiveness standard, in the Acute Hospital Services Ch@pter
COMAR 10.24.1204(1y° the Acute Hospital Inpant Obstetric Services Chapt¢8) COMAR
10.24.1004B(14)/° the project review standard regarding Emergency Department Treatment
Capacity and Space in the Acute Hospital Services Chaté (4 COMAR 10.24.1105B(2)™
the General Surgical Services Chapter. | will not repeat tegpensessommentsand discussion
here but refer the reader to those specific areas of this Recommended Decision to review those
commentspotht h e a p nitial responsemdresponse to commenénd my analysis and
findings on the applicable need issues being addressed.

The need criterion requires the Commission to consider the applicable need analysis in the
State Health Plan Where there is no needaysis, the Commission is required to consider
whether the applicant has demonstrated unmet needs of the population to be served, and

%8 See discussion of ¢hCost Effectiveness standard earlier in this Recenated Decision, beginning at
p.39.

®9See discussion of Obstetric Sems earlier in this Recommended Decision, beginningsat p

0See discussion @&mergency Department Treatment Capacity and Sgedier in this Recommended
Decision, beginning at pL

"1See discussion Meed for Surgical Capacitgpra, p.100
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established that the proposed project meets those webastist responded to this standard in its
September 29, 2014pkacement application by projecting the need for MSGA and obstetric beds
and providing a detailed description of the method it used for each. The methodology used by
AHC to project psychiatric bed need was submitted as part of the original applicatmtotoer

4, 2013 and was updated in its January 23, 2015 responses to additional information questions.
(DI #48, pp.816)

Whi |l e AHCO s criesop foauseaon bed needHar the two inpatient categories
of service to be provided at the reloesl hospital and the third acute inpatient service proposed
to remain at Takoma Park, this criterion is broader. Theredtireyugh | willprovide a detailed
discussion of the bed need questions specifically addressed by the applicant uicdégrtbrs |
will also briefly summarize my other neeelated findings here

With respect AHCOGs determination that the
approaches to modernization, | found tteat AHC
onsite replacement alternative are wlelinded and that it &djuately explained its process for
evaluating and selecting the best alternatives. This led me to the conclusion ihigg¢ off
replacement is the unavoidable preferred choice. The chosenes f i t s WAHGOs crit
believe are reasonable.

I di sagree with MedStar Montgomery Medical
population currently served by WAH will not continue to be met if the proposed project goes
forward. MMMC conteds that the area surrounding the White Oak site is already well served by
three acute care hospitals and that there is no need for additional acute care service in the proposed
location?? | find that the White Oak area is actually served by more than ¢emeral hospitals,
one of which is WAH. | also find that the area surrounding Takoma Park overlaps with the area
surrounding White Oak and is also served by several hospitals, one of which is WAH. MMMC
characterizes this project as one that removesergdmspital from one distinct and discrete area
to another distinct and discrete area, eliminating a hospital from an area where that hospital is
needed to a different area where that hospital is not needed. | do not consider this to be a realistic
chamlcterization. In all likelihood, a general hospital in White Oak replacing the general hospital
in Takoma Park will result in some changes to the catchment areas of the general hospitals in this
region; however, it is important to recognize that it isgian with multiple general hospital sites
| ocated within reasonable travel times for th

| also note that Takoma Park will continue to be a hospital campus with acute psychiatric
and rehabilitation inpatient seces and with outpatient health care services being delivered on
both a scheduled and unschedul ed basis. Cont
addressed, in this application, the basic question of whether the White Oak/Fairland or the Takoma
Park location is the more appropriate one to meet the needs of the population that WAH has
historically served. While the project will have an impact on availability and accessibility to
hospital services that will have both positive and negative raatidits for different subareas of
the larger regionl find that the evidencehows that any adverse impacts related to this project
cannot be realistically portrayed as dire. CON applications cannot be considered in the absolutist

21t is apparent that one of these three hospitals referenced by MMMC is Laurel Regional Hospital. LRH
announced in 2015 that it will not operate as a general hospital after 2017.
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terms suggested by MMMGCebause, taking this type of logic as a guide, one could rarely if ever
permit relocation of a hospital and other health care facilities, because all such moves will
invariably reduce physical access to some services for some communities or neighbofheods.
population is not static and health care delivery is not static. | conclude that the Commission
cannot approach questions about the supply and distribution of health care facilities from a
perspective that the current or historic landscape of fasiliust be maintainéd

Beyond the broader need to replace and relocate Wpidyiouslyaddressed the need for
regulated serviceapacities that are covered by applicable SHP chap¥isrespect to operating
room capacity, Adventist has proposeeduction from 11 to 8perating roors. | addressed this
proposed reduction in capacity under the Surgical Ser@icapter of the SHP | foundthat AHC
appropriately downsized surgical facility capacity in its proposed replacement hospital, bringing
it in line with the decline it has experienced in the demand for operating roopatidieat AHC
usedreasonable assumptiomsforecastingsurgical service demand in future years.

With respect to the Emergency Departmarihe replacement hospitald¥entist has proposed an
increase in treatment spaces from 26 to 32. | evaluated the need for and reasonableness of the proposed
number of treatment spaces and the size of the proposed department at COMAR 10.24.10°04B(14).
found that the proposed 32atment rooms and 22,784 departmental gross square feet of ED space
are consistent with the standard, which uses American College of Emergency Physician guidelines
as benchmarks.

While | determined that the number of MSGA beds proposed is consistiénthei SHP
standardor MSGA beds, COMAR 10.24.10.04B(3)ecause AHC is proposing fewer MSGA
beds than currently exist both on a licensed physical bed capacity basmy analysis and
findings with respect to the need for the specific MSGA bed cagaciposed is addressed below
by examining AHC6s determination of WAHGOs expi
adapting the State Health Plan bed need methodology to what | have determined to be the hospitals
expected MSGA service area

Regardingobstetic services, toncluded that thapplicant has quantified the need for the
number of beds to be assigned to the obstetric service and its methods are consistent with the
approach outlined in Policy 4df that SHP chaptéf However, | will addresshe need for the
specific number obbstetric beds proposed by adapting@he st et r i ¢ Sehedneedes Ch:
methodology for MSGA beds tbe need for obstetric bedsan expected service area that | have
determineds reasonabléor this analysis | will also address the need for the 40 acute psychiatric
beds that will remain in Takoma Park as a Special HospiRdychiatric by evaluating the
methodology used by AHC and adapting the MSGA bed need methodology to the need for
psychiatric beds. Itsiimportant to recognize that psychiatric hospital facilities are not being
altered by this proposed project, in any way other than with respect to the form of health care
facility licensure. AHC proposes a relatively minor expenditure to alter thesédacil

SeeCOMAR 10.24.10.04B(5kupra p43, for my analyss and findingelated to coseffectiveness.

"4 Seemy analysis and findings regarding COMAR 10.2405B(2) Surgical Servicesupra p.103

S Seemy analysis and findings regarding COMAR 10.24.10.04B(14), EmergencytBeparTreatment
Capacity and Spacsupra p.74

6 Seemy analysis and findings regarding COMAR 10.24.12.04{43tetric servicesuprap. 88.
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MSGA and Obstetric Bed Need

| have reviewed and analyzeld vent i st 6s MSGA and obstetr.i
starting with the AHCO6s identification of the
to its assumptions regarding the chamgtne rate of discharges and lengths of stay in the coming
years, and cul minating in the AHCG6s calcul ati
service area for the proposed location, | am concerned that AHC was too conservative in its
deternination of the expected change in service area associated with this relocation. Specifically,
AHCO6s definition of the new hospital 6s expect
areas, compared to WAHOGs <cur r Blordimpsriamtly, 1 aane ar e ¢
concerned that the expected service area does not include any zip code areas that are not included
in the current service area for the Takoma Park location. While the proposed change in location
of the hospital is not great, | expped to see the addition of service area zip code areas to the north
of the proposed | ocation. AHCOGs i dentificati
the same level of concern. While the expected service area is smaller (15 zippesde=esus 18
for the current location), it does include three zip code areas to the north and northeast that were
not included in WAHO6s 2013 obstetrics service

| acknowledge that AHC states that it considereddbation of the replacement hospijt
proximity to other hospitals, drive times, major streets and highways, current market share of other
provides, and physician relationships in defining the new service .atdawever, | share some
of the City of Takoma P gybkréasleast with the explanatiomioft h t h
the methodology. Specifically, | cannot see a clear, consistent relationship between the rationale
provided for the changes in zip code market share and the projected market shares. (DI #43, pp. 3
8) While AHC clams that physician relationships were considered, the explanation of its
methodology does not include any specifics on how these relationships were incorporated in the
analysis. | also believe that physician relationships may change and that the constftactiew
replacement hospital in a new location with new medical office building locations is likely to be a
contributor to such changes.

In addition to my concerns with the identification of the service areas for the relocated
hospital, | question AHEs assumptions regarding MSGA di scl
AHC used fiveyear discharge and length of stay trends from 2009 through 2013 to project future
discharges and patient days. The applicable bed need analysis for MSGA beds provides that t
Commission consider this criterion using both five yearangtenar t r end s . I al so
application of these trends to project future discharges and patient days. In the case of discharges,
AHC assumed that the discharge rate would contioukecline for three years through 2016 and
then level off. In the case of length of stay, AHC applied the 2013 average lengths of stay to the
projected discharges for 2023. The MSGA bed need analysis projects discharge and length of stay
trends to contiue through a X§ear projection horizon.

Because of these concerns and questions, | undertook my own analysis of likely market
share shifts to identify the likely service area zip code areas for MSGA and for obstetrics,
projecting bed need for each ok#e services based on these service areas and adapting the SHP
MSGA methodology to each service. There are three major components of my approach to
projecting the changes in market shares that are likely to occur as a result of the relocation of WAH
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andhe effect on WAHOs service areas. The comp:
Zip code areas; (2) change in WAHO6s proximity
number of discharges from Maryland and District of Columbia haisgtib each zip code area and

the changes that are likely to occur. | consider 2013 market shares tellable indicator of

current utilization patterns reflecting the facttivat AHC states it considered in its determination

of expected service argaincluding the current proximity of hospitals to each zip code area and

the extent of each hospital ds physician rel at

Thesecondc o mponent is the change i n WAHOGs prox
result of the reloation and the likely changes in market share related to distance and travel time.
| determined the proximity rankings based on the drive time from each zip code area to each
Maryland and District of Columbia hospital relative to the drive tiftestherMaryland and DC
hospitals.

| identified possible zip code areas for inclusion in the future service areas including
WAHGs 2013 service area zip code areas, t he z
WAH-White Oak service area zip code areasl, zip code areas used by Laurel Regional Hospital
and MMMC in their joint impact analysis. | also identified and included additional zip code areas
for which WAHOGs proximity rank was equal t o ¢
areas in its 20 service areas. For MSGA, tliscurredwith the zip code areas for which WAH
is the seventh closest Maryland hospital anceteeenthclosest hospital when both Maryland and
District of Columbia were included. For obstetrics, this occurred with theozie areas for which
WAH is the fourth closest Maryland hospital. Proximity to DC hospitals was not considered for
obstetrics because noDC zipcale ea was i ncl udlsttriciservicé\ekdd al 2 0 1 3
WAH is moving further away from DC. Howev&C hospitals were included in my calculation
of expected changes in market share when they had significant market share (greater than 3%) in
a possible service area zip catea

My next step was to derive an expected market share for each of thesdegreas after
the relocation. This step involved two parts. First, for each possible service area zip code area, |
identified an initial future market share for the relocated WAH based on its change in proximity
rank, which | have called the targeairket shar& The basic rules for this target market share for
Maryland zip code areas were as follows:

7 Spatial Insights generated the driving time from each Maryland and District of Columbia zip eadk to

Maryland and District of Columbia hospital. Drive time was determined from the population center
(population weighted centroid) of each zip code area to each hospitalRrsiemgay 2013drive-time

analysis software. The populatireighted centroiadf each zip code area was calculated based on the
population distribution measured at the census block level, which is a smaller geographic area than the zip
code area. Thereewaysoftware then generated the drive time between each zip code area amdsich
hospital and WAHO6s preeogyusasseacdompressed terasentatioro af the street
network with road linkages divided into six categories: rural local; rural arterial; rural freeway; urban local,

urban arterial; and urban freeway.h e fiheavyo traffic spie.dmilesperr e ass
hours for urban local, 30 for urban arterial, and 40 for urban freeway. Heavy traffic conditions are described

as rush hour in major metropolitan areas.

8 The 2013 market sharerf@ach hospital in each possible zip code was calculated by dividing the
hospital 6s di scharges to that zip code by the tot.
of Columbia hospitals.
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Change in Proximity Rules for Assigning Target Market Share
Decrease in Proximity Rank Average 2013 market share for the MD hospital proximity it
relocationunlessWAH P6s mar ket share wa
area in 2013, in which case the target market share is the 2013 mg

share
Proximity Rank would not changq Market share is the same as 2013
Increase in Proximity Rank Average P13 market share for the MD hospital proximity rank after

relocationunlessWAH P6s mar ket share wa
in 2013, in which case the expected market share is the 2013 mar}
share

For the DC zip codarea considered, WAH currently hasoximity rarkings from one
(WAH is the closest hospitatp 10when considering both Maryland and District of Columbia
hospitals Following relocation of WAH to White Oak, its proximity ranking will range fraimth
to fourteenth S i n coarrefphokidity ranking for these zip codeea is no higher than
10 and it ighe tenttmost proximatdospitalto only one of these zip codee, its average market
share for the zip codarea to which it isninth and tenthranked 0.54%,was used as a ta&g
market sharéor all of theDC zip codearea. As forMarylandzip codeares, if a DC zip code
areahad a lower market share in 2013 than 0.54%201s3 market share was used as the expected
market share.

| then adjustedhie target market share feach hospital for each zip codeeato account
for the current relative strengths of the other hospitals based on their 2013 markeah shvaler
to come up with the expected market share. This was done by assuming that total market share of
WAH-White Oak the interested party hospitalnd other hospitals with market shegeeater
than 3% for each zip codeeawould equal the total 2013 market shares of the same hospitals
substitutingAH-T a k 0 ma WRARHTRO Jof WAH-White Oak This step also adts each
of the other hospitéd expected market share in zip caded wher e WAHOs mar ke
expected to change as a result of the relocalibis. part of the market share adjustment process
had the effect of reducing the expected market shaneges that would have resulted from only
relying on the change attributable to the change in proximity ranking.

The final major component of this process was calculation of the expected discharges based
on the expected market share estimate, as explain@ek, and the total discharges to each zip
code area. The results were then sorted by zip code area from most discharges to least discharges
in order to determine which zip code areas would most likely be included in the 85% service area
for the relocted WAH. This required an estimate of the total discharges that could reasonably be
expected from the relocated WAH. This was accomplished by calculating the difference between
WAHGs tot al 2013 discharges f or dothepossisleezipvi ce
code areas and assuming that WAH would continue to discharge an equal number from outside
the service area after relocation.

®The contiguous zip code from which the firse85f the hospitals discharges for the particular services
would have originated.
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For MSGA, | determined that 85% of the WAH MSGA discharges would be accounted for
from zip code areas thatould have contributed 37 or more MSGA discharges to the relocated
WAH if, in 2013, the hospital had been located at White Oak. | mapped the zip code areas
contributing 37 or more discharges and determined that two of the zip code areas were not
geograplgally contiguous with any of the other areas. Eliminating these zip code areas left 38 zip

code areas that I esti mated would have receiyv
had already relocated and been established in White Oak. The 3&leipreas include five zip
code areas to the north and northeast not i ncl

a Bowie zip code area and retains zip code 20C
contiguous to WA lHde Mycexpeated M3GA sevviceearea forghe relocated

WAH of 38 zip code areas falls between WAHOS
area of 33.

For obstetrics, | determined that 85% of the discharges would likely originate from 22 zip
codear eas with the | ast zip code area in this t
to the relocated WAK. | also mapped these zip code areas and found them all to be contiguous.
The 22 zip code areas are more than the 15 AHC includedexpiésted service area for obstetrics
and more than WAHOGs current obstetric service
include three zip code areas in the current service area that were also excluded by AHC. Itincludes
Riverdale (zip cod 20737), Hyattsville (zip codes 20784 and 20785), and Silver Spring (zip code

20910) that were not included in AHCG6s expect
code areas (20723 and 20724) and a Bowie zip code (20720) that are not currenftyA H 6 s
service area and were not included in AHCOGs e

| then projected the need for MSGA and obstetric beds for what | determined to be the
reasonable expected service areas for the relocated hospital by adapting the MSGA and pediatri
bed need methodology from the Acute Care Chapter of the SHP. In order to account for the
significant use of Washington, DC hospitals, | developed and used minimum and maximum
discharge rate trends for a composite service area comprised of the seagoaf atl Montgomery
and Prince Georgeods County hospitals as wel/l
the Maryland statewide trends. | cannot directly compare the projected discharge rates for the
composite servi ce ascharge rates bedatk€ dysdisgharges ratestinelute d
di scharges from DC hospitals and AHCO6s rates
| note that, while AHC projected decreases in these trends for MSGA patients of about 15%
through 2023 (all keveen 2014 and 2016), my projections produced decreases ranging from
approximately 20% to 38% by carrying the fiaed 10year trends forward for the dy@ar periods
through 2023. Given the emphasis on population health and efforts and incentivescé redu
potentially avoidable utilization, it is reasonable to expect a continuation of the trend of lower
discharge rates.

| multiplied the projected discharge rates, as adjusted in accordance with the SHP
methodology by the 2023 projected population for expected service areas, to arrive at the
projected discharges in 2023 for the service area. | then multiplied the projected service area

80The 23 discharges would have brought the discharges to 86% of the estimated total.
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di scharges by WAHOs projected market share (9
service area zip codes des i bed above, which would be an in
share of 8.2%. The resultant number of projected discharges was then divided by 0.85 to account

for the fact that the service area would only account for 85% of discharges. The resjdtiegro

2023 discharges ranging from 7,229 to 9,283
discharges.

The projected discharges were then multiplied by the projected average length of stay.
Here | used WAHOs | engt h eafadjsstechag setforteinthe JHBr i t
including adjustments for case maxljusted length of stay to project patient days. The results
were longer lengths of stay than the 2013 ALOS used by AHC in its projections. My projection
of increases in lengths aby is reasonable and also to be expected given the emphasis on reducing
avoidable inpatient use of hospitals that is likely to continue to reduce the shorter length of stay
admissions. In addition, efforts to reduce theda readmission rate is likelg increase lengths
of stay for some admissions.

| projected a range of patient days and bed need for the relocated WAH at an 80%
occupancyrattas shown in the table bel ow. Based on
proposal for 152 MSGA beda the relocated WAH is reasonable.

Table 49: Projected MSGA Patient Days and Bed Need for
Washington Adventist Hospital in White Oak

Patient Davs Average Daily Bed Need at 80%

y Census Occupancy Rate
Minimum 44,353 121.5 152
Maximum 56,953 156.0 195
Adventist Projections and Proposal 45,009 123.3 152*

Source: Maryland Health Care Commission Bed Need Projections
*Number of proposed MSGA beds

My projection of obstetric discharge rates for the composite service area, based on the
historic five and tenyear trends, indicates a decrease in discharge rates of about 6% to 15%.
These lower discharges rates and small projected decrease between 2013 and 2023 of about 1.8%
in the female population 15 to 44 for my expected service area produced| aletn@ase in
projected obstetric discharges for the service area, from approximately 11,200 in 2013 to a range
of 9,300 to 10,300 discharges in 2023. At my expected WAH market share of 13.7%, WAH can
be projected to obtain 1,275 to 1,414 obstetric disgds from the service area, but, since |
estimated that this service area would accoun
projected for WAH would range from 1,482 to 1,644. Based on the length of stay trends that |
observed for WAH and thcomposite service area, | am projecting a somewhat lower ALOS (2.12
to 232 days) than assumed by AHZ42 days). While the results detailed below would support
a unit of 16 rather than the proposed 18 beds for obstetric services, | do not besageathi
difference that would justify denying the project or requiring a redesign of the facility. As

81The use of the 80% occupancy for an average daily census of between 100 and 298kispneshe
Acute Hospital Services Chapter.
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previously noted, the basic design of the unit is for 22 beds, with 18 of the beds designated as
postpartum rooms and four designated as general medigid& beds, so the unit design is
already intended to be flexible. Additionally, Laurel Regional Hospital closed its obstetric and
perinatal services in October 2015. The LRH campus is approximately seven miles from the White
Oak site and, in 2014, LRHad an average daily census of 4.4 obstetric patients. A general
hospital in White Oak would be the closest alternative general hospital to the LRH campus. For
this reason, | find the size of the replacement hosplisietricunit is appropriate for méag the

needs of the population it proposes to serve.

Table 50: Projected Obstetric Patient Days and Bed Need for
Washington Adventist Hospital in White Oak

Discharges Average Patient Average Daily
Length of Stay Days Census
Adventist Projections and
Proposal for 18 OB beds 1,774 2.42 4,290 11.8
Minimum 1,482 2.12 3,140 8.6
Maximum 1,644 2.32 3,813 10.4

Projected 2023 Bed Need
At MSGA Occupancy Standard for ADC from 0 to 49

Minimum at average annual occupancy rate of 70% 12

Maximum at average annual occupancy rate of 70% 15

Minimum at average annual occupancy rate of 65% 13

Maximum at average annual occupancy rate of 65% 16
Projected 2023 bed need assuming cumulative normal distribution

Minimum At 95% confidence 13

Maximum at 95% confidence 16

Psychiatric Bed Need

AHC is not proposing to relocate its 40 psychiatric kesipart of this project. The beds
will continue to operate as they historically have, providing acute psychiatric services to adults.
However, beause AHC proposes to separate this bed capacity from its general hospital facility,
those beds will provide these services through a facility that is licensed difféfetitly,
establishment of a special hospipaslychiatricisonlyaby r o d u c t eldcationh fOVAKE
and the inclusion in that relocation, of only two inpatient services, medical/surgical and obstetrical.
No substantial expenditure is proposed that touches on psychiatric facilities. For this reason, |
reviewed the bed need assessmentigeal by AHC to evaluate its validity.

In my review, | assumed, like AHC, that the recently observed service area for psychiatric
di scharges would not <change. Unli ke AHCOSs
range of acute psychiatric sex®s for all ages and the use of DC hospitals by service area residents,

82 As previously noted, these bedil becomepart ofa special hospital for psychiatric services rather than
be one component of a licensed general hospital
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identifying 5,066 discharges from Maryland hospitals in 2013 generated from the total service area
(ATSA6) and 4,972 discharges from DCofthespi t al
Nielsen Claritas population estimates for use rate calculation and its projections for a target year

of 2023, and assuming that the psychiatric use rate in 2013 will be applicable to 2023, yields the
following discharge projections.

Table 51: Total Projected Acute Psychiatric Discharges Originating in WAH TSA

2013 Discharges 2023 Discharges
MD DC Use MD DC
Age Group | Hospitals | Hospitals | Total Rate | Hospitals | Hospitals Total
0-14 38 331 369 | 1.11 42 370 413
15-44 2,985 2,246 5231 | 6.83 3,037 2,285 5,323
45-64 1,596 2,036 3,632 | 8.08 1,804 2,302 4,106
65-74 238 207 445 | 3.89 392 341 732
75+ 209 152 361 | 4.16 272 198 471
Total 5,066 4,972 10,038 5,548 5,496 11,044

Source: Analysis of HSCRC Discharge Database

Using the observed 20B¥emlge length of stalyy payor group in the TSA, Medicare (6.45
days) and noiMedicare (4.73 days) and the 2013 mastedre for the TSA, | projected that the
proposed WAH psychiatric hospital would be likely to experience 1,476 discharges in 2023 and
7,539 @tient days, with an average daily census of 20.7 patients from the WAH TSA. Adjustment
for the inmigration of psychiatric patients from outside the TSA yields an adjusted ADC of 24.4
patients. This yields a need for 28.7 beds at an assumed averagkeoacapancy rate of 85%
and 34.9 beds at the target occupancy rate suggested by AHC, of 70%.

While my analysis results in a projection of reduced demand for acute psychiatric beds at
the WAH Takoma Park facility in 2023, there is no practical benefitecommending a
downsizing of this facility from 40 beds to a range of3®beds, which is the bed capacity that
my analysis implies would be more appropriate for the reduced level of demand | have forecast.
As noted,only renovatiorexpenditure areproposed for this facility and it will be staffed at the
level of demand it will experience. A#5.2 million)additional expenditure of unknown quantity
would be needed to create a physically smaller hospital. Theoretically, the redesign entailed in
creatng a downsized psychiatric facility could yield operational efficiencies but, given what AHC
is currently proposing, that is not a reasonable requirement to place on approval of the proposed
project. Finally, | note that Laurel Regional Hospital hasoanoed that it plans to phase out
inpatient services, including its inpatient psychiatric services by the end of 201711@I Fhe
relocated WAH will be operating within approximately seven miles of the LRH campus. This
could realistically mean that ynprojection is conservative and that some demand for acute
psychiatric services that historically has been handled by LRH will shift to the AHC acute
psychiatric facility in Takoma Park, thereby bringing future census fairly close to thed0
capacity poposed for operation.

8 This occupancy rate target can be inferred ftbm currentAcute Hospital Services Chapter, which
establishes an operating threshold of §fcent bed occupancy for facilities with-20 beds when such
facilities propose to expand bed capacity.
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Summary

| havereviewedall of the applicable need analyses in the State Health Plan, and cedsider
whether the applicant has demonstrated unmet needs of the population to be aedved,
established that the proposed project mtéwise needd find that AHC hassatisfied applicable
need standards and the need criterion. Iphggosed a project that is consistent with the applicable
need analyses of the SHP and, where necessary and appropriate, has adequately demonstrated the
need for the project and the facilities and services proposed as part of the project for the population
it has historically served and will serve in the future.

C. Availability of More Cost-Effective Alternatives

COMAR 10.24.01.08G(3)(c)Availability of Mor e CostEffective Alternatives.

The Commission shall compare the cost effectiveness of the proposed project with the cost
effectiveness of providing the service through alternative existing facilities, or through an
alternative facility that has submitted competitive application as part of a comparative review.

Applicantdéds Response

AHC referred to information it presented in response to the-Effsttiveness project
review standard at COMAR 10.24.10.04B(5), and reiterated its process of considermagiaks,
including redevelopment on the existing Takoma Park campus. The applicant repeated its
response to that standard that the cost projections and project timelines show thaheupus
option would cost more and would take much longer to egecut

AHC maintains that to fully achieve the objectives set by its Board of Trustees in Takoma
Park fAwould be an i mmense <challenge given t
infrastructure, the | ack of anissdes[andthat][flollgai r 6
re-developing the site consistent with what [could be] achieved with the proposed White Oak
facility would take 1215 years of intense construction and demolition, would be disruptive to the
residential community and would be sco prohibitive. o (DI #27, p .
existence of environmentally restricted areas, such as a stream buffer setback, that limit options
for site development in Takoma Park.

AHC concluded that redevelopment of the hospital on its exisitegfalls significantly
short of meeting the objectives set forth by the AHC BYdad the following stated reasons: (1)
such redevelopment would deliver an effective modernization of most patient care spaces, but
would not modernize the entire faciliynd significant portions of older structures would remain;
(2) implementation in the midst of current operations presents a series of major disruptions over a
very prolonged period of time and would in turn present a host of unfavorable impacts and
challerges to financial viability and to the quality of care delivered during the prolonged
construction and renovation periods; (3) the challenge-acaompus modernization along with the

84 For a list and discussion of those objectives,GB®AR 10.24.10.04B(5the CostEffectiveness
standardsupra,p.43.
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disruption to operations and uncertainty of project financing rendeophisn less cost effective

than the relocation proposal; (4) the disruption caused by demolition, construction traffic, and
rebuilding would have significant negative effects on the neighborhood; (5) it would not solve the
problems of inferior access toetttampus and the availability of parking; (6) land use approval
process in Montgomery County is complex and lengthy, requiring a special exception for the
Takoma Park campus with an uncertain outcome, while land use approvals for the White Oak
campus hava |l r eady been secured; and (7) the White
service area and, combined with the services to remain on campus, this option is far superior in
terms of overall accessibility.

Reviewerds Analysis and Findings

Consisent with my finding that AHC met the cesffectiveness standard in COMAR
10.24.10.04B(5), | find that the applicant has satisfied theeftesttiveness criteria.

D. COMAR 10.24.01.08G(3)(dViability of the Proposal.

The Commission shall consider ¢havailability of financial and nonfinancial resources,

including community support, necessary to implement the project within the time frames set
forth in the Commissionds performance require
necessary to suain the project.

Applicantdéds Response

The estimatedcost of thisproject cost is $330,829,524 for the relocation and replacement
of the general hospital and $5,223,506 for the renovation of existing hospital space to a special
hospital for behavioral ladth services for a total of $336,053,030. AHC proposes to finance the
project withapproximately$250 million in borrowing,$50.6 million in cashequity, $20 million
of philanthropic ontribuions $11 million in contributed land, and $4.5 million inénést income.
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Table IV-52: Estimate Uses and Sources of Funds
Relocation of WAH and Establishment of the Existing WAH Psychiatric Unit
as a Special Hospital

Uses of Funds

Behavioral
White Oak rencalth Total

New Construction
Building/Land Purchase/Site Preparation $156,600,000 $156,600,000
Architect/Engineering Fees & Permits 13,900,000 13,900,000

Renovations
Building Demolition/Renovations $3,700,000 3,700,000
Architect/Engineering Fees & Permits 519,000 519,000
Major and Minor Equipment 33,800,000 33,800,000
Contingencies 11,200,000 200,000 11,400,000
Other Capital Costs 30,700,000 300,000 31,000,000
Capitalized Construction Interest 45,156,375 45,156,375
Inflation 10,100,000 400,000 10,500,000
Total Capital Costs $ 301,456,375 $ 5,119,000 | $306,575,375
Financing and Other Cash Requirements $29,373,149 $104,506 | $29,477,655
Total Uses of Funds $ 330,829,524 $ 5,223,506 | $336,053,030
Sources of Funds

Cash $50,575,175 $50,575,175
Gifts, bequests 20,000,000 20,000,000
Interest Income 4,504,349 4,504,349
Authorized Bonds 244,750,000 $5,223,506 249,973,506
Transfer of Land from AHC 11,000,000 11,000,000
Total Source of Funds $ 330,829,524 $ 5,223,506 | $336,053,030

Source: DI #27, Exh. 1, Table E, and Exh. 6

The applicant states thahe AHC Obligated Group will continue to meet the bond

covenants required by the Master Indenture and by certain agreements between one or more

members of the Obligated Groapd financial instiitions providing credit support. The applicant

does not anticipate that any bdmalder consents would be required relgtto construction of the

new hospitalShown bel ow

p.128)
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Table IV-53: Covenant Requirements Associated with
AHC Bond Indebtedness

Required 2013 | Worst ratio projected
through 2020
Debt service coverage Not less than 1.25 1.8 1.8
Debt service coverage Not less than 1.25 1.8 1.8
Days of cash on hand Not less than 70 days | 124.6 96.20 (2018)
Total Liabilities to
Unrestricted Net Assets Not greater than 2.5 | 1.23 1.43 (2016)

Source: CON application (DI #27,p.129)

Interested Party and Participating Entity Comments

Holy CrossHospital

HCH staes® that AHC did not comply with the viability criterion because it failed to
address the viability of the special psychiatric hospital at the TakomacRamus once the
hospital relocates to White Oak. HCH also questiotn e pr oj e ct 0 sy, nbtingthatn c i a |
AHC made inaccurate financial projections and inaccurately represented the operating results and
related debt covenant ratios of WAH and the Obligated Gréi(pH believes that AHC may not
be ableo secure traditional financing. (b0, p.1018)

In its October 2015 response0 AHCGO6 s r ev i s e & HCH repeatcmanylof pr o e
the same themes, stressing that the thinner margins projected to result as a consequence of the
HSCRCG6s action make it e v enablenim keap its Tiakoreal Park t h a t
commi t ment s. ( DI #129) . HCH notes that Mar yl &
threatens both the financial standing of¢pecial psychiatric hospitalt Tak oma Par k an
ability to fund Takoma Park operations.

MedStaiMontgomeryM edicalCenter

MMMC blends its comments on the viability criterion with its comments on the financial
feasibility standard’ It questios t he applicantds ability to reve
million loss from operatiosand to realize the projected operating margin of $10.5 million in
2018. MMMC characterize8/ AHA6 s c ur r e n tas dire, andte prajeatdd tusharaunde
unrealistic MMMC alsoquestios A HCO s gourcespobfendsdundraising, cash, bonds
T and predicts that SCRCis unlikelyto approve the requested $19 million capital rate increase.

(DI#52, pp. 311) Further, MMMC statest h a 't the appl i[ta asn@Y02814 ir e f e |
improvement in operating performance as assurance thatitcan achievea nar ound fr om
million loss in 2013 to a $10 million profit

%Al so see the detailed summary of HCHO6s comment s
regarding financial feasibility, COMAR 10.24.10843), which included discussion of the viability
criterion,supra p.57.

B8AHCOs revi sed [ngtothelamverirevemee increase @mproved by HSCRC on October

14, 2015.

8%See the detailed summary of MMMCO6s comnBi8)t s on £
which included its discussion dfé viability criterionsupra p. 58.
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[becauspg [thi s Ot urnaroundd in 2014 was caused by
fund, under the GBR, asubstahtia dec | i ne i#62,p6pl ume. 0 ( DI

I n response to AHCOs r MMMCs peidts ofitithatathesei a | p
projections show fia breakeven margin for the
€ constitufing] the slimmest of margins whicdo not establish a financially sound or feasible
proj eci28,.3)( DI

City of Takoma Park

The City believes thaheviability of the proposed WAHVhite Oakreplacement hospital
AHC, and the Takoma Park campus are inextricably linked, and ogiaeAHC $inancial
statements for the year ending Dec 31, 2013, provided in the CON Appljcitam a number of
vulnerabilities. One of those is loss&s$9.7 million in 2013suffered by the Adventist Medical
Group which requires a subsidy from AHCh#& City also obsergghat WAH operated at a loss
of $10million in 2013, while carrying more bond debt ($35M) than any other facility in the AHC
group CTP concludes that relocating WAHttee White Oalsitewill bring new debt obligations
and increasedperating costs to AC. The City worries that increased financial pressures could
cause AHC to eliminate serviceSTP states that, because development ofTdleoma Park
campusgs not a partothe CON AHC6s commi t ment i s snmeasonf or cea
the applicatiordoes notonform to COMAR 10.24.01.08(G)(3)(dP! #54, pp.2937)

In subsequent filings, CTébntinues t@xpresgheseconcersover t he project 0:
feasibility, especially the plans ftire Takoma Parlsite relevelopmat, in light of projected losses
at the proposed future Takoma Pampus. The Cityrepeats its concern thetere is no firm
commitment tahe Takoma Parlplan that AHC has articulated. Becaube services at Takoma
Parkare not part of the COBlpplication,AHC cannot be required warryout its plansThe City
of Takoma Park questions AWCs  a tb madinitain the Takoma Park campus as a viable health
care provider once the hospital relocates to White, @attexpressed concern that if the HSCRC
does not approve the proposed seven pertcemease in the WAH budget proposed to fund the
capital cost of the replacement hospit&lAH will not be able to increase its prices by the desired
amounts, putting the financial viability of the proposed projedsk. (DI1#69, pp.13, and5) The

City expresses similar concerns in its®Octobe
The City says that the finew AHC financi al i nf
of services € t[[bse]lc atuhsaet iAHC smuagyg esst r uggl e t o m:
that] the proposed project will strain the re
Applicantés Response to Comment s

AHC responds to the HCH and MMMC comments by noting that WAH genegdtdd
million in operatingncome in 2014 and its record of $5.8 million in expense reductions entailed
in this turnaround.

8%8See the summary of the Cityds comments on AHCOGs
feasibility standardCOMAR 10.24.10.04B(1)3supra p.59.
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AHC rejects HCHO6s <c¢cl aims that its operatir
AHCOGs act ual It 2ofdthat itseospials improved operating profitability from
slightty morethan® mi | I i on t o n pvaht [b] yerakir®) Drofitability Ifor all of. é
AHCOG6s s er v|ingt rom a slighp Ioss \n 2013 to an operating prafitexcess of $11
mi | | i on AHQpoi2tDolthat & balance sheet improvad well, withtotal assets gwing
by nearly $7 millionwhile its liabilities decreaseay more thar$4.2 million (DI #59,p.9)

AHC callsMMMC&6s <criticisms relati nagnferting hat ol ume
MMMC considered onlyhe projected change in inpatient admissiane,d t hat t he apry
projectionsnclude an annual decrease in readmissions of 6.78% between 2014 anth20d8,
accounts for nearly 80% of the inpatient admission decline year y®ar, and which WAH
believes was a reasonable assumption consistent with the objectives of the new waiver@rogram.

(DI #59, p.7)

AHC concludes that HCH understatddH C @ays cash on hand becauseHCH only
countedcash and cash equivalents that AH@ &8 controlled entities held as of December 31,
2013 I t not esfAitnhcaltu diecsa sahl ol aul nsroe s band thathe wtalc a s h &
cash on hand really was $187,334,289 as of December 31, 2013 (reflecting the $58,692,102 in
cash and c#sequivalents, plus $128,642,187 in short term investments}5®1p.8)

AHC notesthatHCHG6s criticism that it had artifici
controlled entitiess unfoundedstatingthat

[t]here has been no artificial combimath or excl usi on .dHe contr ol |
covenants outlined in AHCOs various debt
Groupbs financial s, and ratios are presen
Obligated Group will continue to meet its covenant requoénets during all phases

of the WAH relocation Project. To that ehdand in accordance with the asset

transfer provisions governing the operations of the Obligated Grdhp cash

amounts utilized by Adventist Medical Group (as well as any other AH® enti

currently operating with negative cash flow) to fund their operations on an annual

basis are well within the guidelines pres
lenders (DI #59, p.8)

In response to the concerespressed by the City of Takoma Paggading accounting
for site improvements to renovate the Takoma Park facilities, AHC states that it has been clear in
all of its filings regarding the scope of planned renovations and the associated budget for those
renovations citing its filings that idenified the services to remain in Takoma Park following
relocation of the hospita{DI #109, pp. 910¥° AHC notes that it hadescribed the remaining
servicesoutlined the areas to be renovateshd the budget for each area. AHC states that it has
been pecific and transparent in its intent for the continued use of the Takoma Park campus and
that it intends to occupy 250,08Quare feedf space and provide 24/7 patient care services at the
Takoma Park campus following relocationVdAH to White Oak.

8 AHC cited Exh. 6 of its modified application (DI #27) atslMay 29, 2015 lette(DI# 85)
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Reviewer s Analysis and Findings

This criterion requires consideration of three questibatd will consider in the following
order. availability of resources to implement the proposed prpjeet availability of resources
necessary to sustain the prepd projegtand community support for the proposed project.

Availability of Resources to Implement the Proposed Project

A review of the (2013) audited financial statements of The Obligated Group showed that
in excess of $97 midqui wal eémt sfoc assrhd a%tlEh8c &6s hmi
investments. Current assets totaled $378.75 million against current liabilities of $201.1 million.
(DI#27, exhibit 71, p.45) AHC is committing $50.5 million in cash to the project, and appears able
todoso.Aomprehensive view of the Adventist Healt|
is offered below.

Table IV-54: Adventist HealthCare Obligated Group
Key Financial Information and Ratios
Updated Projections Reflecting the Budgeted Revenue Increase Approved by HSCRC for
the Capital Costs Associated with this Project

Years Ending December 31, (in milions)

2013 2014 2015 2016 2017 2018 2019 2020
Operating Income $8.7 $22.5 $34.4 $32.7 $28.4 $290.1 $17.4 $16.0
Operating Margin 1.2% 3.1% 5.1% 4.8% 4.1% 4.1% 2.4% 2.1%
Excess of Revenue over Expenses $12.1 $25.8 $42.7 $41.8 $37.8 $38.7 $27.2 $25.9
Excess Margin 1.7% 3.5% 6.3% 6.1% 5.5% 5.5% 3.7% 3.4%
Operating Cash Flow $54.2 $71.1 $74.7 $74.5 $70.9 $72.5 $87.4 $87.9
Operating Cash Flow Margin 7.7% 9.7% 11.1% 10.9% 10.3% 10.3% 11.8% 11.6%
Debt Service Coverage-Projected 1.80x 2.13x 2.39x 2.08x 2.00x 2.04x 2.52x 2.79x
Debt Service Coverage --Required 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x
Cash and Equivalents $225.9 $245.1 $2135 $226.4 $230.3 $196.3 $212.7 $229.2
Days Cash on Hand 12R6 o el82t4de d 127.8 133.8 133.2 111.1 114.8 120.6
Days Cash on Hand-Required 70 70 70 70 70 70 70 70
Long Term Debt $321.2 $319.8 $299.2 $523.5 $504.7 $502.7 $482.7 $464.1
Net Assets $396.0 $419.0 $432.8 $480.4 $519.8 $575.4 $587.5 $604.0
Debt to Capitalization-Projected 44 8% 43.3% 40.9% 42.1% 49.3% 46.6% 45.1% 43.4%
Total Liabilities to Unrestricted Ne 1.23x 1.15x  1.03x 1.38x 1.22x 1.11x 1.07 1.03
Assets-Projected
Total Liabilities to Unrestricted Ne 2.50% 250x  2.50x 2.50% 2.50% 2.50% 2.50x 2.50%

Assets-Required
Source: HSCRC Memorandum (DI #131, p.5)(citing data provided by WAH on November 2, 2015).

AHC plans to issue al most $250 million in
projectionsincluded an assumption that the interest rate on these bonds would be 6%, which
HSCRC views as a conservative assumption
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I note that MMMC has questioned AHCOGs abil.
application AHC stated that as of Julyl20it had raised just over $2.1M toward this goal. AHC

also said that it has experience in conducting successful campaigns, having raised over $30 million
over the last 10 yearBHC enumerated several of those projects, with the goal and fundraising

perfamance. | show that below.

Project Amount Raised

ABuilding
Expansion Campaign)
Barbara Truland Butz Healing Garden

Greater C a| $15.25M (Exceeding target goal of $12M)

$1.5M (Exceeding target goal of $1.25M)

Jerome & Edna Goldberg Cardiac, Vascular | $5.2M (Initial target goal of $5.0M)
and Interventional Radiology (CVIR) Suite
Aquilino Cancer Center & Life Beyond Cancer
Programs

Currently in progress, $6.0M raised toward a goal of
$10M

This track record suggests that Adventist has the experience to succeed in this endeavor.

| find that AHC will have the resources necessary to implement this project. | do, however,
strongly sigges® that its resources be carefully marshaled to ensure that adequate resources are

devoted to AHCOs planned redevel opment of the
Availability of Resources Necessary to Sustain the Proposed Project
WAH returned to a positive mgin in 2014.As described in HSCRC Stéaffs
recommendationroWAHG #ar t i al Rate Application, AnWAH i1

between 2013 and 2014, primarily as a result of increasing revenue and improving overall expense
efficiencies. o

Table IV-55: WA HO6 s -Frelduwdited Financial Results, 2012-2014
Regulated Revenue Only

Year Ending | Net Operating Net Operating Operating Net Profits (Loss)
Revenue Profit (requlated) | Margin (regulated)

2012 $206,488,551 $3,310,437 1.6% ($7,395,620)

2013 $199,999,850 $969,950 0.5% ($12,230,680)

2014 $211,284,900 $16,639,700 7.9% $2,625,900

Source: HSCRC Staffé secommendation on WAH Partial Rate Application (DI #_)

As has been pointed out by interested parties and Takoma Park, projected operating
margins for thecomponents of this proposed project and the related initiatives on the current
campus arethin. | note that the relocation and replacement of WAH, the renovation of the

9| haverecommended that the Commission, if it adopts my Recommended Decision, encloxdition
aimed at ensuring th#&HC follow-throughon its commitment. See my analysis and findings regarding
COMAR 10.24.10.0B(4) supra p.38.
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psychiatry unit and its establishment as a special hoslchiatric, as welladevelopment of

the urgent care center at Takoma Park are initiatives backed by AHC. They, these plans are not
solely reliant on the performance of WAH to &ehievable As | concluded in my review of the
Financial Feasibility standard, AHC is a largeegh organization to provide optimism that it will

be capable of fulfilling all these obligations..

Community Support

As detailed at length earlieAHC provided many written expressions of support for
relocating the hospitahat it receivedboth fromindividuals and organizations. More than 800
|l etters supported,itnhcel uhda snmi tnaolrdées trheanoc@A3 0 oimf C
residents of the Riderwood Villagacontinuing careetirement community located very near the
proposed White Oadite Of the individual communications, 45 were from physicians, other health
care practitioners, and medical groufi3l #27, Eh. 85) Twelve letters were from individuals
representing Montgomery County businessesfamprofit agencies such as CASA Maryland,
and community citizensd associations, such as
Hillandale Gardens/Knollwood Adelphi Area Citizens Associatidmrty-threeletters of support
were from State and County elected officiafsl apointed memberss discussed further below.
(DI #27, Ex 87) Thirty-threeletters were received frogurrent and formeelected officialsand
appointed members,nc |l udi ng: for mer Governor Martin OO6WN
Brown; Congressmaiohn P. Sarbanes (Maryland's Third Congressional DjstindSpeaker of
the Maryland House of Delegates Michael E. Budd@l #27, Ex 86) Of the individual
communi cations, al | but 0 n e, wathx theregcepsion deing u pp or t
former patient who was not satisfied with the level of care he had received at Washington Adventist
Hospital

The United States Food and Drug Administratsopported the proposed projetting
that it hadentered into a Memorandum of Understanding witHCAin order to advance
opportunities for collaboration (G427, Ex 7)

The South of SI'igo Citizensd Association (
related to the availability of emergency care services in Takoma Park. Its letter also expressed its
belief that a move of the facility could have a negative impact on property values and cause other
Aeconomic | osses to the community. o

Conclusion
AHC has demonstrated that it has the resources to implement the project and has
substantial community supgo | have also concluded that, while not without risk, the project can
achieve lasting viability and the two hospital campuses can become a supportive component of the
AHC system. For these reasons, | find that this proposal project is viable.
E. Compliance with Conditions of Previous Certificates of Need

COMAR 10.24.01.08G(3)(e)compliance with Conditions of Previous Certificates of Need
An applicant shall demonstrate compliance with all terms and conditions of each previous
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Certificate of Need grantedo the applicant, and with all commitments made that earned
preferences in obtaining each previous Certificate of Need, or provide the Commission with a
written notice and explanation as to why the conditions or commitments were not met.

Applicaonsedbs Resp

Adventist provided the following listing of CON applications and performance, stating
thatAdventist HealthCare, Inc. has complied with all conditions applicable to all previously issued
Certificates of Need.

Adventist HealthCare, Inc. was issug@ON by the Commission to build a rehabilitation
hospital on April 14, 1995.

Adventist Health Care, Inc. was issued a CON by the Commission on September 10, 1996
to create the Shady Grove Adventist Hospital Neonatal Intensive Care Unit (NICU).

AdventistHealthCare, Inc. wasxempted fron€CONreviewto establish a 20ed hospital
based subacute care unit by the Commission on November 12, 1996. This unit operated as
CareLink at Washington Adventist Hospital.

Adventist HealthCare, Inc. wasxempted fromCON review by the Commission on
February 20, 20030 relocate and consolidati of the 20 comprehensive care beds
operated at Carkink at Washington Adventist Hospital to the existing-l8sl
complement at Fairland Nursing and Rehabilitation Center, ekpguiits bed capacity to
97 beds. The remaining five beds were relinquished.

Adventist HealthCare, Inc. was issued a CON by the Commission on June 19, 2003 for 22
medicalrehabilitation beds.

Adventist HealthCare, Inc. was issued a CON on February0D, & expand the patient
tower at Shady Grove Adventist Hospital.

Washington Adventist Hospital was issued a CON on November 18, 2005 to establish the
Washington Adventist Surgery Center. The CON was relinquished on August 18, 2006.

Revi ewer $and Fndirgs y s i

The list of CON applications provided by AHC shows that it comphi&d all terms and
conditions ofthe CONs grated for those projects and matl commitments made that earned
preferences in obtainirgny CON

| find that the applicans consistent with this criterion.
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F. Impact on Existing Providers and the Health Care Delivery System

COMAR 10.24.01.08G(3)(fimpact on Existing Providers.

AAn applicant shal/l provide information and a
proposed pject on existing health care providers in the service area, including the impact on
geographic and demographic access to services, on occupancy, on costs and charges of other
providers, and on costs to the health care de

Applicamsedbs RespoO

AHC: General Impact

AHC states that its plans to relocate WAH from Takoma Park to the White Oak sections
of Montgomery County, while retaining the campus in Takoma Park for some health care services,
will have a positive impact on the healthcare gye m. The gener al hospital
from private rooms, more efficient clinical space and improved access to outpatient services,
improved public transportation, and improved parking, among other enhancements. Further, AHC
says that the seices that will remain on the Takoma Park campus will provide continued health
care services to patients in the immediate area and that the project will have a positive impact on
the health care delivery syst e mogeratiors withlthe bet t e
new realities of hospital care delivery and
downsizing of inpatient bed capacity and its ability to increase access to outpatient services will
enhance the provision of populatidrasd care. (DI #27, Vol. |, p. 133)

AHC: Impact on Existing Health Care Providers

AHC believes that the I mpact of WAHOGs r el
substantial and, in some cases, expects that the other hospitals may experience anirincreas
discharges related to the relocation. In arriving at this conclusion, AHC took into account a number
of factors in projecting the impact on existing providers, including changes in population and use
rates, and the reduced number of beds proposewhstruction at the White Oak location. In its
modified application, AHC provides an impact analysis of how medical/surgical and obstetric
service volumes generated by the service area (expected to provide 85% of the WAH White Oak
hospit al Oase likely o ehtanigeconer the) next few years and the first five years after the
White Oak hospital campus is in operation. The applicant notes that two inpatient services will be
provided at the replacement hospital. It quantifies the changes specifeslifing from the
relocation and also makes predictions about how population changes and use of hospitals will
combine with the relocation to produce a fne
Maryland hospitals(DI #27,p.133-142)

AHC stateslhiat population projectiodsshow that significant aging of the population will
occur in what it foresees as the replacement
a 10year period from 2018 2023. While the 184 population is expected to diee in the TSA
in that period, the population aged-B5t is projected to grow by 44% (average annual growth
0f3.7%). AHC states that the increase in the elderly population will exert pressure for higher levels

“Ni el sen Claritas is AHCO0s vendor of demographic
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of service that will result in net growthi demand for its replacement
care facilities, despite the decline in use rates likely to continue from the health care reforms
currently being implemented with increased emphasis on alternatives to inpatient hospital services.
AHC projects that WAHO6s inpatient di scharges
57,317 in 2023, a projection that assumes relocation to White Oak, and thus the White Oak TSA,

in 2019. (DI #27, Vol. |, p. 133)

AHC states that its analysis showstt between now and CY2023 there is more than
enough growth in demand for MSGA hospital admissions to offset volume reductions attributable
to declining use rates or the relocation. If the replacement hospital were open today, Washington
Adventist HospitaWhite Oak would gain MSGA cases from other area hospitals, such as Holy
Cross of Silver Spring, MedStar Montgomery, Suburban and Laurel Regional. Other area general
hospital s, such as Prince Georgeods and.Doctor
There would be a total of 1,423 cases within the Washington Adventist Hospital/White Oak TSA
that would move to the relocated hospital, with the majority of those cases coming from Holy
Cross of Silver Spring. (DI #27, Vol. |, p. 137)

The applicant reprts that Holy Cross of Silver Spring had a total of 10,947 MSGA
discharges in CY 2013 that originated from the proposed White OakR/AAC states that, if it
had operated in White Oak in CY 2013, Holy Cross would have had 1,102 fewer MSGA
discharges, buwith incremental growth (985 discharges), AHC projects that HCH will have
10,829 discharges in 2023, a decline in MSGA discharges of only 1.1% over-freatgreriod.
AHC states that MedStar Montgomery had 3,404 MSGA discharges from the White Oak TSA i
CY 2013 and that WAHO6s relocation would have
using assumptions similar to those used in evaluating likely impact on Holy Cross of Silver Spring,
the number of discharges at MMMC are projected to increase 46 By2023. AHC projects
that Prince Georgeods Hospital Center would se
attributable to the relocation of WAH. (DI #27, Vol. |, p. 133)

92 A description of how AHG identified its proposed TSA (85% service area) can be found undéedide
criterion, 10.24.01.08G(3)(b}kupra p-118
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Table IV-56: AHC6s Projections of 2023 MSGA Di s
Originating from the White Oak TSA Defined by AHC
Montgomery and Prince Georgebs County I

CY2013 (1) CY2023 Discharges (4)
Market Location Incremental Market
Discharges Share Adj (2) Growth (3) Discharges Share
Holy Cross 10,947 20.31% (1,102) 985 10,829 18.89%
Montgomery General 3,404 6.31% (91) 331 3,645 6.36%
Shady Grove Adventist 2,801 5.20% 0 280 3,081 5.38%
Suburban Hospital Center 2,739 5.08% (79) 266 2,926 5.10%
Laurel Regional Hospital 2,857 5.30% (95) 276 3,038 5.30%
Prince Georges Hospital Ctr 4,887 9.07% 63 495 5,445 9.50%
Southern Maryland 2,441 4.53% 0 244 2,685 4.68%
Fort Washington Hospital 148 0.27% 0 15 163 0.28%
Doctors Community Hospital 8,096 15.02% 63 816 8,975 15.66%
Other Providers 9,114 16.91% (183) 893 9,824 17.14%
Washington Adventist 6,474 12.01% 1,423 (1,193) 6,705 11.70%
Total 53,908 100.00% - 3,409 57,317 100.00%

Notes:

(1) Actual CY2013 discharges and market share within the WAH - White Oak TSA

(2) Adjustment to market share assuming a relocation to White Oak

(3) Incremental growth by provider indicates slight increases in market share for all providers due to actual
projected discharges for WAH.

(4) CY2023 discharges = CY2013 discharges + location adj + calculated incremental growth.

Source: DI #27, p.137

AHC reports that it conducted an analysis of obstetric market shares by zip code area to
understand the likely impact of the proposed rafion of WAH to White Oak. AHC estimates
the changes in obstetric market share (at the zip code area level) that other hospitals in
Mont gomery and Prince Georgeds County wil!/l e X
The applicant points out thawhile the move of approximately six miles will result in some
redistribution of cases among hospitals serving the TSA, its analysis shows that between now and
CY2023, growth in demand for obstetric services will offset most of the volume lost as a result
of the relocation. AHC states that its analysis shows that, if the replacement WAH had opened
in 2013, the White Oak hospital would have gained obstetric cases from Holy Cross of Silver
Spring, MedStar Montgomery, Adventist Shady Grove and Laurel RegiBmali nce Geor ge
Hospital would have also gained obstetric cases. (DI #27, p. 141)

AHC bases its projection of growth in dema
population, provided by Nielsen Claritas. It notes that Nielson Claritas predet$imedbf about
five percent in the primary childearing age group of 15 to 44 year old females in the White Oak
TSA between 2013 and 2023. A similar increase in the newborn population is projected over the
same time period. AHC projects that the nundfesbstetric discharges generated by the White
Oak TSA population will grow by 5.4% between 2013 and 2(R2B#27, p.180)

Based on its assumptions regarding growth in demand for obstetric services, AHC predicts
that obstetric volume will grow over thertyear period being forecast at four of the six hospitals
t hat obtain substanti al numbers of obstetrioc
predictions of net reductions for MedStar Montgomery and Adventist Shady Grove are small (11
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and 17 dischargesjst from the limited proportion of total obstetric volume coming to these
hospitals from the White Oak TSA. (DI #27, Vol. |, pp. 4?)

Table IV-57: AHC6s Projections of 2023 Obstetr

Originating from the White Oak TSA Defined by AHC
Mont gomery and Prince Georgebs County

CY2013 (1) CY2023 Discharges (4)
Market Location Incremental Market
Discharges Share Adj (2) Growth (3) Discharges Share
Holy Cross 4,026 54.31% (143) 172 4,055 51.88%
Montgomery General 273 3.68% (26) 11 258 3.30%
Shady Grove Adventist 403 5.44% (30) 17 389 4.98%
Suburban Hospital Center 1 0.01% - 0 1 0.01%
Laurel Regional Hospital 502 6.77% 4 22 521 6.66%
Prince Georges Hospital Ctr 381 5.14% 84 21 485 6.21%
Southern Maryland 15 0.20% - 1 16 0.20%
Doctors Community Hospital 10 0.13% - 0 10 0.13%
Fort Washington Hospital 1 0.01% - 0 1 0.01%
Other Providers 532 7.18% 1 24 557 7.12%
Washington Adventist 1,269 17.12% 118 137 1,523 19.49%
Total 7,413 100.00% - 404 7,817 100.00%

Notes:

(1) Actual CY2013 discharges and market share within the WAH - White Oak TSA

(2) Adjustment to market share assuming a relocation to White Oak

(3) Incremental growth by provider indicates slight increases in market share for all providers due to actual
projected discharges for WAH.

(4) CY2023 discharges = CY2013 discharges + location adj + calculated incremental growth.

Source: DI #27, p.141

AHC: Impact on Costs and Charges of Existing Providers and on Costs to the Health Care
Delivery System

AHC further states that it attempted to quantify potential gross revenuetsnpat since
it is not assuming any increase in revenues attributable to increased market share, it is not
projecting a negative impact on revenues of other area hoSpifsi4C adds that the $19.7 million
rate increase it requestdtbm HSCRCis estmated to be less than 0.11% of the statewide
allowable increase of 3.58%, adjusted for population growth, that Maryland is committed to
achieving under the new Medicare waiver model implemented in 28HC states that this one
time permanent increase joist under $20 million is far less impactful to other hospitals than a
scenaridn which AHC was counting on largmlumeshifts to enable thprojectto cover the increase in
capital spending caused by the profé¢DI #27, p. 142-143)

% notethat the payment model for hospitals in Maryland, which was initiated in 2014, recogidest

shifts in updating global budget revenues. Sysiede, the model is evolving in a way that would make

such recognized shifts revenue neutral (i.e., hospibturing market share from other hospitals will be

able to make upward adjustments in their charges to gain approved revenue increases while the hospitals
losing market share will have to reduce charges to stay within budgeted revenue totals auljustetdl

The volume changes AHC projects appear likely to result in such adjustments.

I_

“0On October 14, 2015, HSCRC acted on AHCO0s reques
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Interested Partgnd Participating Entity Comments

Before summarizing interested party and participating entity comments, | want to note that,
in a motion filed on October 13, 2015, Laurel Regional Hospital gave formal notice in this review
that,

[o]n July 31, 2015, LRI announced that it will replace its acute inpatient hospital

due to continued declines in inpatient; a decline of 20 percent since 2013, and a

multi-y e a r trend of unsustainabl e operating |
replace the hospital with an ambualgt medical center in order to focus its
resourcesoncommunityas ed ambul(d#1d0rpyl)car e. 0O

it Apl ans t o hav

LRH further stated t hat
t hat,

established by 201806 and

[w]hile the regulatory approval processr fthe closure is undertaken, LRH has
started the transition away from inpatient care by temporarily delicensing its
obstetrics beds and a portion of its medical/surgical beds and plans to phase out all
but 30 of its medical/surgical beds by the end of2@DI #110, p. 2 & n.1)

Al t hough | denied LRHO6s motion to file ad:t
review, | will consider its stated plans to cease the provision of inpatient services and to convert
to an ambul at or yhismeasbn, londl hot addresd#engerrélevantccomments
regarding the i mpact of AHCO6s proposed projec
the time it filed comments and that it either has ceased providing (obstetrics) or has stated that it
will not continue to provide after 201 However, | will discuss comments that LRH made about
AHCO6s analysis and other stildl rel evant matt e

Holy Cross Hospital of Silver Spring

Holy Cross of Silver Spring ( fiH@phctdfthe ak es
relocation of WAH will not have a substantial impact on other providers. HCH states that the
proposed partial relocation of WAH wil/l i ncr e
result in insufficient access for patients, particularly ¢hagth the greatest need for emergency
care. HCH projects that its ED will experience a significant increase in volume as a result of the
relocation. Based on a nimeonth projection of actual ED utilization for CY 2014, HCH projects
that the relocationvill result in a total shift of approximately13,300 additional cases, or a 15%
increase over its thregear ED case average of 88,000 cases, a shift that would bring its yearly
volume of ED cases to more than 100,000. To accommodate more than 100,00€t€D v
annually, HCH would need to expand ED capacity. However, HCH notes that it already expanded
its ED several times and that, at this point, there is no space to expand beyond the existing footprint
on the existing site. (DI #50, pp.-P9)

and, on a contingent basis, approved a budget adjustment of $1l@8 for the project, which AHC has
accepted. (DI #111) AHC has since provided adjusted and updated projections of revenues and expenses
to demonstrate feasibility and viability going forward, (DI #118).
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HCH repots that over the first six months of FY 2015 ED visits increased 4.6% and that it
expects volume to continue to grow despite steps to curb growth in inappropriate utilization. HCH
believes that growth will continue for the following three reasons: (Qythr of the senior
population; (2) patterns of care seeking by the newly insured that will skew toward use of the ED;
and (3) substantial numbers of persons remaining uninsured who are ineligible for federal
assistance. (DI #84, p. 2)

HCH states thatitdbs ed i ts projection of the i mpact
adjustments. HCH notes that it also considered other factors that affect ED volume such as
changes in provider relationships, changes in market shares among other existing providers, and
changes in travel distance to existing facilities and to the proposed WAH relocation site. (DI #50,
pp.202 1) HCH used AHCOs projection of MSGA mar |
ED volumes to establish a low end of the projected impaci bes e HCH bel i eves t
fanal ysis assumes dramatic shifHGH toi tWAsHOWA HD
assumed market share shift for zip code 20904, the zip code area of the proposed White Oak site,
from 11% to 57%. HCH believes that a markbhare shift for this zip code area is not only
unlikely, but implausible, given that the drive time difference advantage WAH would gain over
HCH is only an average of four minutes and that HCH is currently the market leader with a market
share of 66% compr ed t o WAHGO6s 18 %. (DI #84, p . 6 anc
examples of HCHOG6s anal ysis.

Table IV-58: HCH: Analysis of the Impact of Washington Adventist Hospital
Relocation on Emergency Department Visits at HCH

pssumed [ AT,
WAH 2014 Total Est. WAH Market (WAH Loss)
. Area Market 2014 ED Share After
Zip Code S In HCH ED
Share Visits(1) Move g
Visits
20783 Hyattsville 60.3% 14,073 3.0% 5,081
20912 Takoma Park 66.2% 8,121 3.3% 3,778
20782 Hyattsville 53.1% 7,216 2.7% 1,384
20903 Silver Spring 40.5% 7,829 2.0% 2,470
20904 Silver Spring 11.7% 17,432 28.3% (1,974)
20910 Silver Spring 18.0% 9,709 0.9% 1,331

Source: DI #50, Exh. 5.
Note: Total estimated 2014 ED visits based on 9 months of actual data.

In addition to concern aboatowding of the HCH Emergency Department as a result of a
relocationrelated shift in volume, HCH is concerned that there will be a negative impact on its
payer mix. HCH states that 56% of the ED patients are either uninsured oiinswuted in the
eightzip code areas to which the relocation of WAH is projected to result in a shift of ED volume.
HCH notes that, not only do these patients frequently use the ED for primary care, but they require
more hospital resources than other patients. (DI #50,)p. 22

AHCO s
ED,

care ce
t hat

whet her
existing

urgent
and expects

HCH questions
treated at WAHO s

% HCHO May 29, 2015esponse tony April 29, 2015request for additional informatio®( #84,p. 6).
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WAHOs existing ED wil|l s eek f ldetwanderredifremathieme n t
walki n cl i ni c. HCH notes that its ED wil! be
primary service area; therefore, as detailed above, HCH expects to receive a significant percentage
of patients who choose to visibh &D rather than the proposed Takoma Park walilinic and

almost all of the patients redirected from the wiallclinic when the resources of a hospital ED

are neededDI #98, pp. 56) In support of its feared results of the WAH relocation, HCH notes

that the addition of 25 urgent care centers established in Montgomery County since 2012 (plus 15
existing centers) has not reduced hospital ED volume. HCH believes that, while convenient to
patients, urgent care centers have a limited scope of servitdisérd hours of availability and

for these reasons, the addition of urgent care centers do not significantly impact ED volume. HCH
believes that the same is true of Federally Qualified Health Centers. Therefore, HCH concludes
the FQHC operated by Comumity Clinic, Inc. on the Takoma Park campus will not reduce ED
volume increases at HCH resulting from the WAH relocation. (DI #102,-pp. 3

Laurel Regional Hospital/MedStar Montgomery Medical Center

Laurel Regional Hospitfis t at e s t h at shateHh@alysis doea nok pavide a
consistent methodology or a statisticaligsed analysis that correctly uses formulas to support its

findings or conclusions. LRH believes that AF
market shares at a zigpde area level were not formulated in a methodologically consistent
manner . For exampl e, LRH cites WAHO6s project

code area 20707 and associated market share decreases of 2% for HCH and 3% for LRH in spite
of 2013 market shares of 43.9% for LRH and 8.0% for HCH. LRH points out it has a market share
in this zip code area that is 5.5 times that of HCH but AHC is projecting that the impact on LRH
would be 1.5 times the impact on HCH. (DI #92, p{3)2

LRH stdes that the relocation of WAH to the White Oak/Fairland area will have an
unwarranted negative impact on LRH and MedStar Montgomery Medical Center because the
White Oak/ Fairland area is a significant part
MMMC state that they jointly applied the methodology developed by the Reviewer in the prior
CON review of a proposed relocation of WAH to the White Oak site (Docket Nb5-Q@295§"
to estimate the impact of the relocation on patient volumes at the tpidah®s The analysialso
estimated the impact on revenues of the two hospitals. (DI #51;23pDL#52, p. 24) This
anal ysis was initially submitted in LRHOs Febr
its application of the methodology idtes that, after accounting for population growth heavily
weighted to the population aged 65 and older, over and the declining hospital discharge rates
(11.2% for MSGA patients and 2.0% for OB patients) between 2013 and 2023, MMMC would
lose 284 patient$3.7% of its otherwise expected 2023 discharges) as a result of the WAH
relocation. (DI #51, p. 2 and Exh. 4) LRH and MMMC also submitted their analysis of the impact
of expected volume losses on revenues, expenses, and operating margins. MMMC iostasted |
in outpatient revenue based on its expected losses in inpatient revenue based on the 2014
relationship of outpatient revenue to inpatient revenue at each hospital, 91% for MMMC.

% See my discussiopagel54,supra regarding LRHOs announced intent
services by 2018.

Note that the 2012 Revi edmetrefulin RGmmigsionedecisiendsincBe c i s i ¢
the applicant withdrew the application before MHCC action.
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